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In the opinion of OrrickjHerrington & Sutcliffe LLP, Los Anodes, California a-nii Webster & Anderson, Oakland, California, Co-Bond Counsel, based 
upon an analysis of existing laws, regulations, rulings and court decisions, and assuming, among other matters, compliance with certain covenants, 

interest on the Series 1999 Bonds is excludedJrom£rross tncome for federal income tax purposes under Section 103 ofthe Intemal Revenue Code 
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Co-Bond Counsel observe that such interest is included in adjusted current earnings when calculating corporate altemative 

minimum taxable income. Co-Bond Counsel express no opinion regarding any other tax consequences related to the 
ownership or disposition of, or the accrual or receipt of interest on, the Series 1999 Bonds. See T A X MATTERS.' 
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The Scries 1999A Bonds and the Series 1999B Bonds (collectively, the "Series 1999 Bonds") are issuable as fiilly registered bonds and when initially issued 
will be registered in the name of Cede & Co., as nominee of The Depository Trust Company, New York, New York ("DTC"). Purchases ofthe Series 1999 
Bonds will be made in book-entry form only, in denominations of $5,000 or any integral multiple thereof, through brokers and dealers who are, or who aa 
through, DTC Participants. Beneficial Owners ofthe Series 1999 Bonds will not be entitled to receive physical delivery of bond certificates so long as DTC 
or a successor securities depository acts as the securities depository with respect to the Series 1999 Bonds. So long as DTC or its nominee is the registered 
owner ofthe Scries 1999 Bonds, reference herein to Bondholders or registered owners shall mean Cede & Co., as aforesaid, and payments of principal of 
and interest on the Series 1999 Bonds will be made directly to DTC by State Street Bank and Trust Company of California, NA., as Trustee. Disbursement 
ofsuch payments to DTC Participants is the responsibility of DTC and disbursement ofsuch payments to the Beneficial Owners is the responsibility of DTC 
Participants. See "DESCRIPTION OF THE SERIES 1999 BONDS — Book-Entry-Only System." Interest on the Series 1999 Bonds is payable on 
May 15 and November 15 of each year, commencing November 15,1999. 

The Series 1999 Bonds are subject to optional and mandatory redemption prior to maturity as described herein. 

Proceeds ofthe Series 1999A Bonds are to be applied to (i) pay for certain capital improvements to the Metropolitan System ofthe City of San Diego (the 
"City"), (ii) to fimd a portion ofthe debt service reserve fimd securing the Series 1999 Bonds and the Outstanding Parity Bonds (defined below) and (iii) 
to pay certain costs of issuance. Proceeds ofthe Series 1999B Bonds are to be applied to (i) pay for certain capital improvements to the Municipal System of 
the City, (ii) to fimd a portion ofthe debt service reserve fimd securing the Series 1999 Bonds and the Outstanding Parity Bonds and (iii) to pay certain costs 
pf issuance. 

e payment of principal of and interest on the Series 1999 Bonds, excluding the Series 1999 Bonds maturing on May 15, 2000 and May 15, 2001 
collectively, the "Insured Series 1999 Bonds"), when due will be guaranteed by a municipal bond insurance policy issued simultaneously with the delivery 

ofthe Insured Series 1999 Bonds. The Series 1999 Bonds maturing on May 15, 2000 and May 15, 2001 are sot insured. 
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The Series 1999 Bonds are limited obligations ofthe Public Facilities Financing Authority ofthe City of San Diego (the "Authority") payable solely firom 
Revenues, which Revenues include Installment Payments to be made by the City to the Authority firom Net System Revenues pursuant to an Installment 
Purchase Agreement, as amended and supplemented, induding as supplemented by the 1999-1 Supplement to the Master Installment Purchase Agreement, 
each between the Authority and the City, and amoimts on deposit in the fimds and accounts established under the Indenture (other than amoimts on 
deposit in the Rebate Fund). The City has pledged Net System Revenues pursuant to the Installment Purchase Agreement to the payment of the 
Installment Payments. The Series 1999 Bonds are issued on a parity with the Authority's Sewer Revenue Bonds, Series 1993, Series 1995 and Series 1997 
(collectively, the "Outstanding Parity Bonds"). 

The obligation of the City to make Installment Payments does not constitute an obligation ofthe City for which the City is obligated to levy or 
pledge any form of taxation or for which the City has levied or pledged any form of taxation. Neither the pledge made by the Authority, nor the 
obligation of the City to make Installment Payments, creates a l^al or equitable pledge, charge, lien or encumbrance upon any of the City's 
property, or upon its income, receipts or revenues other than Net System Revenues. The Authority has no taxing power. 

This cover page contains certain information for general reference only. It is not a summary ofthe issue. Investors arc advised to read the entire Official 
Statement to obtain information essential to the making of an informed dedsion. 

SEE MATURITT SCHEDULES ON INSIDE FRONT COVER 

The Series 1999 Bonds will be offered when, as and if issued and received by the Underwriters, subject to the approval of validity by Orrick, Herrington & 
Sutclijfe LLP, Los Angeles, Caiifomia and Webster &• Anderson, Oakland, California, Co-Bond Counsel, and to certain other conditions. Certain 

legal matters in connection with the Series 1999 Bonds will be passed upon by Casey Gwinn, Esq., Cily Attorney ofthe City of San Diego and 
General Counsel to the Authority and Orrick, Herrington ^ Sutclijfe LLP, Los Angeles, Caiifomia, Disclosure Counsel. O'Melveny & 

Myers LLP has acted as counsel to the Underwriters for specijied purposes. See 'CERTAIN LEGAL MATTERS." I t is expected that tlie 
Series 1999 Bonds will be available for delivery through DTC in New Tork, New Tork, on or about March 17, 1999. 
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MATimr r r SCHEDtrT.E F O R S E R I E S 1 9 9 9 A BONDS 

$101,390,000 Serial Bonds 

Maturity 
Mayli 

2000 
2001 
2002 
2003 
2004 
2005 
2006 
2007 
2008 
2009 

Amoiuit 
$1,485,000 
3,535,000 
3,660,000 
3,785,000 
3,925,000 
4,070,000 
4,225,000 
4,390,000 
4,610,000 
4,800,000 

Interest 
Bdl£ 

3.500% 
3.500 
3.500 
3.600 
3.750 
3.800 
3.900 
5.000 
4.100 
4.250 

Yield 
3.100% 
3.350 
3.550 
3.650 
3.750 
3.850 
3.950 
4.050 
4.150 
4.250 

Maturity 
Mayli 
2010 
2011 
2012 
2013 
2014 
2015 
2016 
2017 
2018 
2019 

Amounr 
$5,000,000 
5,260,000 
5,530,000 
5,810,000 
6,080,000 
6,380,000 
6,700,000 
7,035,000 
7,370,000 
7,740,000 

Interest 
Rat£ 

5.125% 
5.125 
5.125 
4.600 
5.000 
5.000 
5.000 
4.750 
5.000 
4.750 

Xkld 
4.360% 
4.460'" 
4.560'" 
4.660 
4.750'" 
4.850'" 
4.900'" 
4.960 
5.000 
5.030 

$101,960,000 5.000% Term Bonds Due May 15,2029 - To Yield 5.110% 
(Accrued interest to be added) 

MATTTRmr SCHKDTH.E TOR SERIES 1999B BONDS 

$55,645,000 Serial Bonds 

Maturity 
MajOi 

2000 
2001 
2002 
2003 
2004 
2005 
2006 
2007 
2008 
2009 

Amount 
$ 765,000 
1,910,000 
1,975,000 
2,060,000 
2,145,000 
2,230,000 
2,310,000 
2,415,000 
2,515,000 
2,640,000 

Interest 
BaiC 

3.500% 
3.500 
4.250 
4.250 
3.750 
3.800 
4.500 
4.000 
5.000 
4.250 

$56,415,000 i 

Yield 
3.100% 
3.350 
3.550 
3.650 
3.750 
3.850 
3.950 
4.050 
4.150 
4.250 

Maturity 
Mayli 
2010 
2011 
2012 
2013 
2014 
2015 
2016 
2017 
2018 
2019 

AmouDt 
$2,750,000 
2,890,000 
3,040,000 
3,195,000 
3,355,000 
3,525,000 
3,700,000 
3,885,000 
4,070,000 
4,270,000 

Interest 
Eaic ' 

5.125% 
5.125 
5.125 
5.000 
5.000 
5.000 
5.000 
4.750 
5.000 
5.000 

Xkld 
4.360% 
4.460'" 
4.560'" 
4.660'" 
4.750'" 
4.850'" 
4.900'" 
4.960 
5.000 
5.030 

5.000% Term Bonds Due May 15,2029 - To Yield 5.110% 
(Accmed interest to be added) 

(1) Priced to call at 101% ofpar on May 15,2009. 
(2) Priced to call at par on May 15,2011. 



$315,410,000 

PUBLIC FACnJTIES FINANCING AUTHORITY 
OF THE CITY OF SAN DIEGO 

SEWER REVENUE BONDS, SERIES 1999A AND SERIES 1999B 
(Payable Solely From Installment Payments Secured by Wastewater System Net Revenueŝ  

INTRODUCTION 

This Official Statement, which includes ihe cover page and appendices, is being furnished in connection 
with the issuance by the Public Facilities Financing Authority of the City of San Diego (flie "Authority") of its 
$315,410,000 combined aggregate principal amount of Sewer Revenue Bonds, Series 1999A and Series 1999B 
(Payable Solely From Installment Payments Secured By Wastewater System Net Revenues) (individually, the 
"Series 1999A Bonds" and the "Series 1999B Bonds" or a "Series" and collectively, ihe "Series 1999 Bonds"). The 
Series 1999 Bonds will be issued on a parity with (1) flie Authority's Sewer Revenue Bonds, Series 1993 (Payable 
Solely From Installment Payments Secured by Wastewater System Net Revenues) (the "Series 1993 Bonds"), issued 
in the original aggregate principal amount of $250,000,000, of which $228,805,000 is currently outstanding, (2) &e 
Authority's Sewer Revenue Bonds, Series 1995 (Payable Solely From Installment Payments Secured by Wastewater 
System Net Revenues) (the "Series 1995 Bonds"), issued in the original aggregate principal amount of 
$350,000,000, of which $343,860,000 is currently outstanding and (3) the Aufliority's Sewer Revenue Bonds, Series 
1997A and 1997B (Payable Solely From Installment Payments Secured by Wastewater Sj^tem Net Revenues) 
(collectively, the "Series 1997 Bonds"), issued in ibe original combined aggregate princqial amount of 
$250,000,000, of which $246,095,000 is cuirently outstanding (the Series 1993 Bonds, the Series 1995 Bonds and 
ihe Series 1997 Bonds are collectively referred to as the "Outstanding Parity Bonds"). Capitalized terms not 
oflierwise defined herein shall have the meaning given to the terms in APPENDIX C - "DEFINITIONS OF 
CERTAIN TERMS." 

The Master Installment Purchase Agreement, dated as of September 1, 1993 (the "Master Installment 
Purchase Agreement"), as amended and siq>plemented, including as supplemented by tiie 1999-1 Supplement to 
Master Installment Purchase Agreement, dated as of March 1, 1999 (the "1999-1 Siqjplement"), each between &e 
Authority and the City of San Diego (die "City") (die Master Installment Purchase Agreement, togedier with all 
siq>plements to the Master Installment Purchase Agreement, including the 1999-1 Supplement, are collectively 
referred to as the "Installment Purchase Agreement"), provides for the sale of certain facilities to die City by the 
Authority in consideration ofthe City's payment of Installment Payments to the Audiority in an amount equal to the 
prindpal of and interest on the Series 1999 Bonds and the Outstanding Parity Bonds. The Indenture, dated as of 
Septeniber 1, 1993 (the "Original hidenture"), as amended and supplemented, including as siq)plemented by the 
Fifth Supplemental Indenture, dated as of March 1, 1999 (the "Fifdi Siq>pleniental Indenture"), each between the 
Authority and State Street Bank and Trust C^n^any of Clalifomia, NA., as trustee (the 'Trustee") (the Original 
Indenture, together with all supplements to the Orig^ial Indenture, including the Fifdi Siq>plemental Indenture, are 
collectively referred to as the "Mdenture"), provides for flie issuance of the Series 1999 Bonds. The Series 1999 
Bonds are being issued pursuant to the provisions of the Joint Powers Act (commencing widi Section 6500), 
conqirising Article 1, Article 2 and Article 4 of Chapter 5 of Division 7 of Title 1 ofthe (jovemment Code ofthe 
State of California. 

The Series 1999 Bonds are limited obligations of the Audiority payable solely fiom Revenues, which 
Revenues include Installment Payments made by the City to the Authority from Net System Revenues (defined 
below) pursuant to die Installment Purchase Agreement, and amounts on deposit in die fimds and accounts 
established under die Indenture (other than amounts on deposit in the Rebate Fund). Installment Payments will be 
paid by the City to the Authority under the Installment Purchase Agreement in an amount equal to the piincq}al and 
interest due on the Series 1999 Bonds and die Outstanding Parity Bonds. "System Revenues" consist primarily of 
moneys derived by the City from die ownershq) and operation of the Wastewater System (defined below). "Net 
System Revenues," for any fiscal year, are System Revenues for such fiscal year less Maintenance and Operation 
Ciosts of the Wastewater System for such fiscal year. The City has pledged Net System Revenues pursuant to the 
Installment Purchase Agreement to die payment of the Installment Payments. Pursuant to die Indenture, the 
Audiority has irrevocably pledged the Revenues, which Revenues include Installment Payments pursuant to the 



InstaUment Purchase Agreement, and amounts on deposit in the funds and accoimts established under die Indenture 
(other than die Rebate Fund) to the payment of princQ>al of and interest on the Series 1999 Bonds and the 
Outstanding Parity Bonds. See "SECURITY FOR THE SERIES 1999 BONDS." 

The payment of principal of and interest on the Series 1999 Bonds, excluding die Series 1999 Bonds 
maturing on May 15, 2000 and May 15, 2001 (collectively, the "Insured Series 1999 Bonds"), when due will be 
guaranteed by a municipal bond insurance policy issued by Financial Guaranty Insurance Con:q>any, doing business 
in Caiifomia as FGIC Insurance Conqiany, simultaneously widi the delivery ofthe Insured Series 1999 Bonds. See 
"SECURITY FOR THE SERIES 1999 BONDS - Bond Insurance" and APPENDIX F ~ "SPECIMEN 
MUNICIPAL BOND INSURANCE POLICY." The Series 1999 Bonds maturing on May 15, 2000 and May 15, 
2001 are not insured. 

The Installment Purchase Agreement defines the Wastewater System to be any and all facilities, properties 
and inq>rovements at any time owned, controlled or operated by die City as part of the Sewer Revenue Fund for the 
collection, treatment, distribution, administration, disposal or reclamation of waste, including the Municipal System 
and the Metropolitan System. Tlie Municipal System consists of any and all facilities, properties and inqnrovements 
at any time owned, controlled or operated by die Cily, and designated by the City in its sole discretion as part of die 
Municipal System for die collection of sewage fiom points of origination thereof and the conveyance diereof to die 
Metropolitan System. The Metropolitan System consists of any and all facilities, properties and incprovements, 
designated by the City in its sole discretion as part of the Metropolitan Sjrstem, and used for conveyance from the 
Municqial System and the treatment of sewage collected by the City dirough the Municipal System or by any of die 
Particq>ating Agencies (defined herein). 

Pursuant to die InstaUment Purchase Agreement, die Authority will acquire certain conqKments of die 
Project with the proceeds of die Series 1999 Bonds and sell such conqxments of die Project to the City in 
consideration of ^e City's payment of Installment Payments to the Auihority. The Project consists of design and 
engineering costs, costs of land acquisition, constmction and odier costs relating to certain capital inqmivements to 
die Metropolitan System and Municq>al System 

The obligation of the City to malce Installment Payments does not constitute an obligation of the City 
for which the City is obligated to levy or pledge any form of taxation or for wliich the City has levied or 
pledged any form of taxation. Neither the pledge made by the Authority, nor the obligation of tbe City to 
make Installment Payments, creates a legal or equitable pledge, charge, lien or encumbrance upon any of the 
City's property, or upon its income, receipts or revenues other than Net System Revenues. The Authority has 
no taxii^ power. 

DESCRIPTION OF THE SERIES 1999 BONDS 

General Terms 

The Series 1999 Bonds will be issued in two series as Series 1999A Bonds and Series 1999B Bonds in die 
respective aggregate princqial amounts, will bear interest at the rates per annum and will mature in die princqial 
amounts in each year (subject to prior reden^tion), as set forth on the inside cover page hereof. The Series 1999 
Bonds are issuable only in fully registered form and, when issued, will be registered in the name of Cede & Co., as 
registered owner and nominee of The Depository Trust Con:q>any, New Yoiic, New York ("DTC^- DTC will act as 
securities depository for die Series 1999 Bonds. Purchasers will not receive certificates representing dieir interest in 
die Series 1999 Bonds purchased. See "Book-Entry-Only System" below. 

The Series 1999 Bonds may be transferred on die registration books ofthe Trustee kept for that puipose at 
the principal corporate trust office of die Trustee. The Trustee will not be required to register the transfer of any 
Series 1999 Bond (i) during die period commencing on die day five Business Days before the date on which the 
Series 1999 Bonds are to be selected for redenqition and ending on such date of selection, or (ii) which has been 
selected for redenqition in whole or in part Similarly, the Trustee will not be required to register die transfer ofthe 
exchange of any Series 1999 Bond (i) during any period commencing widi die close of business on the 15th day 
next preceding any Interest Payment Date and ending on such friterest Payment Date, (ii) during die period 



Additiona] Parity Obligations 

The City may not create any Obligations the payments of which are senior or prior in right to the payment 
by the City of Parity Obligations. TTie City may at any time and fix)m time to time issue or create any other Parity 
Obligations on a parity with die Installment Payments pledged to the payment of the Series 1999 Bonds and the 
Outstanding Parity Bonds so long as no Event of Defaxdt under the Installment Purchase Agreement has occurred 
and is continuing and no event of default or Termination Event imder any (Qualified Swap Agreement has occurred 
and is continuing, and provided the City obtains or provides a certificate or certificates, prepared by the City or at 
the City's option by a Consultant, showing that: (i) die Net System Revenues as shown by die books of die City for 
any 12 consecutive month period out ofthe 18 consecutive months ending immediately prior to the incurring ofsuch 
odier additional Parity Obligations shall have amounted to at least 1.20 times the Maximum Annual Debt Service on 
all Parity ObUgations Outstanding during such period; and (ii) die estimated Net System Revenues for the next 12 
mondis following the date of issuance of such other Parity Obligations will be at least equal to 1.20 times the 
Maximum Annual Debt Service for all Parity Obligations which will be Outstanding immediately after the issuance 
of die proposed Parity Obhgations. See "SECURITY FOR THE SERIES 1999 BONDS." 

4 

Special Considerations For Bondholders 

See "SPECIAL CONSIDERATIONS FOR BONDHOLDERS" for a description of certain risk factors 
relating to the Series 1999 Bonds. 

Continuing Disclosure and Additional Information 

See "CONTINUING DISCLOSURE" and APPENDIX G - "FORM OF CONTINUING DISCLOSURE 
AGREEMENT' regarding the City's obligation to provide annual financial and operating information and 
information regarding the occurrence of certain events. Copies of the Indenture, die Installment Purchase 
Agreement, die Continuing Disclosure Agreement, die City Charter, the Sewer Revenue Fund audited financial 
statements and additional infonnation relating to die City and die Series 1999 Bonds may be obtained from die 
OfSce of die City Qerk, City Administration Building, 202 C Street, MS 2A San Diego, Caiifomia 92101. 



Security for the Series 1999 Bonds 

The Series 1999 Bonds are limited obligations of die Authority payable solely from Revenues, which 
Revenues include Installment Payments secured by a prior lien on and pledge of Net System Revenues by the City 
to die Authority under die Installment Purchase Agreement, and amounts on deposit in the funds and accounts 
established under die Indenture (other than amoimts on deposit in the Rebate Fund). "Net System Revenues," for 
any fiscal year, are System Revenues for such fiscal year less Maintenance and Operation Costs of Ihe Wastewater 
System for such fiscal year. 

The City has covenanted in the Installment Purchase Agreement not to discontinue or suspend any 
Installment Payments required to be made by it thereunder whether or not the Project or any part thereof is operating 
or operable or has been coiiq>leted, or its use is suspended, interfered widi, reduced, curtailed or tenninated in whole 
or in part, and such Installment Payments will not be subject to reduction whether by offset or otherwise and will not 
be conditioned upon the performance or non-performance by any party of any agreement for any cause whatsoever. 

The obligation of die City to make Installment Payments does not constitute an obligation of die City for 
which the City is obligated to levy or pledge any form of taxation or for which the City has levied or pledged any 
form of taxation. Neidier the pledge made by die Authority, nor the obligation of the City to make Installment 
Payments, creates a legal or equitable pledge, charge, lien or encumbrance upon any ofthe City's property, or upon 
its income, receipts or revenues odier dian Net System Revenues. The Authority has no taxing power. See 
"SECURITY FOR THE SERIES 1999 BONDS." 

Insurance on Certain Series 1999 Bonds 

Hie payment of princqial of and interest on the Series 1999 Bonds, excluding die Series 1999 Bonds 
maturing on May 15, 2000 and May 15, 2001 (collectively, the "Insured Series 1999 Bonds"), when due will be 
guaranteed by a municipal bond insurance policy issued by Financial Guaranty Insurance Ck>mpany, doing business 
in Caiifomia as FGIC Insurance Conq)any, simidtaneously with fhe delivery ofthe Insured Series 1999 Bonds. See 
"SECURITY FOR THE SERIES 1999 BONDS - Bond Insurance" and APPENDIX F - "SPECIMEN 
MUNICIPAL BOND INSURANCE POLICY." The Series 1999 Bonds maturing on May 15, 2000 and May 15, 
2001 are not insured. 

Rate Covenant 

Hie City has covenanted in the Installment Purchase Agreement to fix, prescribe and collect rates and 
charges for the wastewater service which will be at least sufficient to pay all Obligations (odier than Parity 
Obligations) and to yield during each fiscal year Net System Revenues equal to 120% ofthe Debt Service for such 
fiscal year. Net System Revenues may be increased or reduced by transfers in or out of tbe Rate Stabilization Fund. 
See "SECURITY FOR THE SERIES 1999 BONDS" and "WASTEWATER SYSTEM FINANCIAL 
OPERATIONS - Impact of Proposition 218 on Sewer Service Rates and Charges." 

Reserve Fund 

For information regarding die Reserve Fund for the Series 1999 Bonds and the Outstanding Parity Bonds, 
see "SECURITY FOR THE SERIES 1999 BONDS." 

Outstanding Parity Bonds 

The City has outstanding $818,760,000 in Parity Obligations incurred in connection with the issuance of 
the Authority's $250,000,000 original aggregate principal amount of Sewer Revenue Bonds, Series 1993, the 
Audiority's $350,000,0(X) original aggregate principal amount of Sewer Revenue Bonds, Series 1995 and the 
Authority's $250,000,000 original combined aggregate principal amount of Sewer Revenue Bonds, Series 1997A 
and Series 1997B (collectively, die "Outstanding Parity Bonds"). 



SUMMARY STATEMENT 

This Summary Statement is qualified in all respects by the more complete information contained 
elsewhere in this Official Statement, including the Appendices. This Official Statement should be read in its 
entirety, and no one subject discussed herein should be considered less important than any other by reason of 
its location in the text Unless otherwise defined below, all capitalized terms used in this Summary Statement 
shall have the meanings ascribed thereto in Appendix C to this Official Statement. 

City of San Diego 

The City is the sixth largest city in the United States and the second largest city in the State of Caiifomia. 
The City's population is approximately 1.2 million. See APPENDIX B - "CERTAIN INFORMATION 
REGARDING THE CITY OF SAN DIEGO AND AREA." 

The San Diego Wastewater System 

The Wastewater System is owned and operated by die City under the administration of ibe Metropolitan 
Wastewater Department and consists of the Municqial System and Metropohtan System. The Municq>al System 
provides sewage collection within the City and consists of over 2,544 miles of municqial sewer mams and 96 sewer 
and storm water interceptor puiiq>ing stations within die City. The Metropolitan System provides sewage 
transportation, treatment and disposal services to more than 1.9 million residents widiin a regional service area 
which enconq)asses die City and 14 Participating Agencies (nine cities and five districts). The communities and 
agencies served by die Wastewater System form die second largest integrated metropolitan area in die State of 
(California surpassed only by the Los Angeles metropolitan area. See "WASTEWATER SYSTEM." 

The operations of the Wastewater System are accounted for in an enterprise fimd ~ the Sewer Revenue 
Fund which was established by amendment to the City Cliarter on June 5, 1956. All Wastewater System Revenues 
are deposited in the Sewer Revenue Fund. The InstaUment Payments relating to the Series 1999 Bonds and the 
Outstanding Parity Bonds are, and any Parity Obligations will be, secured by Net System Revenues. 

The Authority 

The Authority is a joint powers authority created by die City and its Redevelopment Agency to engage in 
financing activities. The Audiority has no taxing power. See "THE AUTHORITY." 

Purpose of Financing 

The Series 1999A Bonds are being issued (i) to pay for certain capital inqnovements to the Metropolitan 
System, (ii) to fimd a portion of die debt service reserve fimd securing die Series 1999 Bonds and the Outstanding 
Parity Bonds and (iii) to pay certain costs of issuance. The Series 1999B Bonds are being issued (i) to pay for 
certain capital inqirovements to the Municipal System, (ii) to fimd a portion ofthe debt service reserve fimd securing 
the Series 1999 Bonds and the Outstandmg Parity Bonds and (iii) to pay certain costs of issuance. See 
"DESCRIPTION OF THE SERIES 1999 BONDS." 

The Series 1999 Bonds 

The Series 1999 Bonds will be issued in the combined aggregate principal amount of $315,410,000. The 
Series 1999 Bonds shall be in denominations of $5,000 and any integral multiple diereof. See "DESCRIPTION OF 
THE SERIES 1999 BONDS." 

Redemption Provisions 

The Series 1999 Bonds are subject to optional reden^tion with the redenption premiums described herein, 
and the Series 1999 Bonds designated as Term Bonds are subject to mandatoty redemption, all as more fiiUy 
described herein. See 'T>ESCRIPTION OF THE SERIES 1999 BONDS." 



The 1999A Term Bonds are subject to mandatory sinking fimd redenytion on May 15 in the years and in 
the principal amounts set forth in the table below: 

Year Principal Amount 

2020 $ 8,105,000 
2021 8,510,000 
2022 8,940,000 
2023 9,385,000 
2024 9,855,000 
2025 10,345,000 
2026 10,865,000 
2027 11,405,000 
2028 11,975,000 
2029* 12,575,000 

* Maturity 

Mandatory Sinking Fund Redemption - Series 1999B Bonds. The Series 1999B Bonds maturing on 
May 15,2029 (die "1999B Term Bonds" and togedier witii die 1999A Term Bonds, die "Term Bonds") are subject 
to mandatory sinking fimd reden:q)tion at a redeinption price equal to die principal amount thereof without premium 
plus accrued interest to the redeinption date. 

Ihe 1999B Term Bonds are subject to mandatory sinking fimd redeiiq}tion on May 15 in die years and in 
the principal amounts set forth in die table below: 

Year Principal Amount 

2020 $4,485,000 
2021 4,710,000 
2022 4,945,000 
2023 5,195,000 
2024 5,450,000 
2025 5,725,000 
2026 6,010,000 
2027 6,310,000 
2028 6,625,000 
2029* 6,960,000 

•Maturity 

Credit .gainst Mandatory Sinking Fund Requirement. At die option of the Audiority, it may credit 
against any mandatoty sinking fimd requirement Term Bonds or portions diereof which are ofthe same Series and 
maturity as the Term Bonds subject to mandatory sinking fimd redemption and which, prior to said date, have been 
purchased, widi fimds other than moneys in a Sinking Account, at public or private sale or redeemed and canceled 
by die Authority and not theretofore applied as a credit against any mandatoty sinking fimd requirement The 
Audiority and the City may also elect to have moneys in the Sinking Account applied to the purchase of Series 1999 
Bonds which in turn shall be credited against any mandatoty sinking fimd ledeivption requirement, all as provided 
for in the Indenture. If, during the 12-month period immediately preceding said mandatoty sinking account payment 
date, the Trustee has purchased Teim Bonds ofsuch Series and maturity with moneys in such Sinking Account, such 
Bonds so purchased will be appUed, to the extent of die fiill principal amount diereof, to reduce said mandatoty 
sinking account payment 

Notice of Redemption. Notice of redenqition will be given by die Trustee not less than 30 days nor more 
than 60 days prior to the reden^tion date to (i) fhe respective Owners of die Series 1999 Bonds designated for 
redemption at their addresses appearing on the registration books of the Trustee by first class mail, and (ii) the 
Securities Depositories and the Mbrmation Services by certified or registered mail or overnight delivery. Each 



commencing 15 days before die mailing of any notice of redenqjtion and ending on the day ofsuch mailing or (iii) 
which has been selected for redenqjtion in whole or in part. 

Interest on the Series 1999 Bonds will be paid to the persons in whose names such Series 1999 Bonds are 
registered as ofthe Record Date preceding the applicable Interest Payment Date, which is the 15th day (whether or 
not such day is a Business Day) preceding such Merest Payment Date. Interest on the Series 1999 Bonds will be 
payable by check mailed by first class mail on such Interest Payment Date to die registered owners at die addresses 
shown on the registration books of the Trastee kept for that puipose at the principal coiporate trust office of the 
Trustee; provided, however, that in the event the ownership of such Series 1999 Bonds is no longer maintained in 
book-entty form by DTC, interest shall be payable by wire transfer to any registered owner who owns Series 1999 
Bonds in an aggregate principal amount of at least $1,000,000, in immediately available fimds to an account in the 
United States of America designated in writing by such owner to the Trustee prior to the apphcable Record Date. 
Interest on the Series 1999 Bonds will be payable in lawfiil money of the United States of America and will be 
calculated on the basis ofa 360-day year consisting of twelve 30-day months. The principal and redenqition price of 
all Series 1999 Bonds will be payable at die principal coiporate trust office ofthe Trustee. 

Series 1999 Bonds 

The Series 1999 Bonds will be dated March 1, 1999 and interest thereon will accme from such date. 
Beneficial ownership of Series 1999 Bonds may be purchased in denominations of $5,000 or any integral multiple 
thereof in book-entty foim only. Interest on die Series 1999 Bonds is payable on May 15 and November 15 of each 
year, commencing November 15, 1999. The Series 1999A Bonds and the Series 1999B Bonds maturing on or 
before May 15, 2009, are not subject to redemption prior to maturity. The Series 1999 Bonds will mature on the 
dates and in the aggregate princq>al amounts (subject to prior redemption), and will bear interest at the per annum 
rates, set forth on the inside cover page of this Official Statement 

Optional Redemption. Ifthe City elects its option to prepay Installment Payments under the terms of the 
Installment Purchase Agreement, the Series 1999A Bonds and die Series 1999B Bonds maturing on May 15, 2010 
through and including May 15, 2029 are each separately subject to redenqition prior to their respective stated 
matiuities on or after May 15, 2009, in whole or in part on any date (by lot within any maturity for each Series and 
among maturities as specified by the Authority), at the redemption prices set fordi below (expressed as a percentage 
ofthe principal amount, or portion thereof, to be prepaid), plus accraed interest to die date fixed for reden^tion: 

Redemption Period Redemption 
(Both Dates Inclusive) Price 

May 15,2009 duough May 14,2010 101.0% 
May 15,2010 dirough May 14,2011 100.5 
May 15,2011 and thereafler 100.0 

Mandatory Sinking Fund Redemption - Series 1999A Bonds. The Series 1999A Bonds maturing on 
May 15, 2029 (die "1999A Term Bonds") are subject to mandatoty sinking fimd redenqition at a redemption price 
equ^ to the principal amount thereof without premium plus accrued interest to the reden^tion date, as set forth 
below: 



notice of reden^jtion will state the date ofsuch redenqition, the Series of Series 1999 Bonds or Outstanding Parity 
Bonds to be redeemed, die redemption price, if any, (including the name and appropriate address ofthe Trustee), the 
CUSEP number (if any) of the maturity or maturities, and, if less than all of any such maturity is to be redeemed, the 
distinctive certificate numbers and Series ofthe Series 1999 Bonds of such maturity to be redeemed and, in the case 
of Series 1999 Bonds to be redeemed in part only, the respective portions of the principal amount thereof to be 
redeemed. Each such notice will also state that on said date there will become due and payable on each of said 
Series 1999 Bonds thereof and in die case ofa Series 1999 Bond to be redeemed in part only, the specified portion 
of the principal amount diereof to be redeemed, together widi interest accmed diereon to the reden:q)tion date, and 
that from and afier such redenption date interest diereon will cease to accme, and shall require that such Series 1999 
Bonds be then surrendered at the address of die Trustee specified in die redenqition notice. Notice of any 
reden:q>tion of Series 1999 Bonds will either (i) exphcifly state diat die proposed redenq>tion is conditioned on there 
being on deposit in die Redemption Account on the redenqition date sufficient money to pay fhe fiill redenq>tion 
price of the Series 1999 Bonds to be redeemed or (ii) be sent only if sufficient money to pay the fiill redenqition 
price of die Series 1999 Bonds to be redeemed is on deposit in the Redemption Account or oiher applicable fimd or 
accoimt 

Book-Entry-Only System 

The infonnation contained in the following paragr^hs of this subsection "Book-Entty-Only System" has 
been extracted from a schedule prepared by DTC entitied "SAMPLE OFFICIAL STATEMENT LANGUAGE 
DESCRIBING BOOK-ENTRY-ONLY ISSUANCE." None of die Audiority, die City or die Underwriters makes 
any representation as to the conq>leteness or the accuracy of such information or as to die absence of material 
adverse changes in such infonnation subsequent to the date hereof 

1. DTC will act as securities depositoty for die Series 1999 Bonds. The Series 1999 Bonds will be 
issued as fiilly registered securities in die names of Cede & Co. (DTC's partnership nominee). One fiilly registered 
Series 1999 Bonds certificate will be issued for each maturity of each Series ofthe Series 1999 Bonds, each in the 
aggregate principal amount of such maturity of such Series, and will be deposited with DTC. If, however, the 
aggregate piincq>al amount of any maturity ofsuch Series exceeds $150 million, one certificate will be issued widi 
respect to each $150 million of princ^al amount and an additional certificate will be issued widi respect to any 
remaining principal amount ofsuch issue. 

2. DTC is a limited-purpose trust conqiany organized under the New York Banking Law, a "banking 
organization" within the meaning of the New York Banking Law, a member of die Federal Reserve System, a 
"clearing corporation" within the meaning of die New York Uniform Commercial code, and a "clearing agency" 
registered pursuant to the provisions of Section 17A ofthe Securities Exchange Act of 1934. DTC holds securities 
diat its participants ("Particqiants") deposit witfa DTC. DTC also facilitates the settiement among Participants of 
securities transactions, such as transfers and pledges, in deposited securities through electronic conputeiized book-
entty changes in Participants' accounts, diereby eliminating the need for physical movement of securities 
certificates. Direct Particq>ants include securities brokers and dealers, banks, trust conqianies, clearing corporations, 
and certain other organizations. DTC is owned by a number of its Direct Particqiants and by the New York Stock 
Exchange, Inc., die American Stock Exchange, Inc., and the National Association of Securities Dealers, Inc. Access 
to die DTC system is also available to others such as securities brokers and dealers, banks, and trust conq>anies that 
clear tiffough or maintain a custodial relationship with a Direct Particq)ant, either directiy or indirectiy ("Indirect 
Participants"). The rules apphcable to DTC and its Particq)ants are on file with the Securities and Exchange 
Commission. 

3. Purchases of Series 1999 Bonds under the DTC system must be made by or through Direct 
Partic^ants, which will receive a credit for die Series 1999 Bonds on DTC's records. The ownership interest of 
each actual purchaser of each Series 1999 Bond ("Beneficial Owner") is in turn to be recorded on the Direct and 
Indurect Participants' records. Beneficial Owners will not receive written confiimation from DTC of their purchase, 
but Beneficial Owners are ejected to receive written confiimation providing details of the transaction, as weU as 
periodic statements of their holdings, fix>m the Direct or Indirect Particq)ant through which the Beneficial Owner 
entered into the transaction. Transfers of ownershq interests in Series 1999 Bonds are to be acconplished by 
entries made on the books of Participants acting on behalf of Beneficial Owners. Beneficial Owners will not receive 
certificates representing their owneiship interest in Series 1999 Bonds, except in the event that use of die book-entiy 
system for the Series 1999 Bonds is discontinued. 



4. To facilitate subsequent transfers, all Series 1999 Bonds deposited by Participants with DTC are 
registered in the name of DTC's partnership nominee. Cede & Co. The deposit of Series 1999 Bonds with DTC and 
their registration in name of Cede & Co., effects no change in beneficial ownership. DTC has no knowledge ofthe 
actual Beneficial Owners ofthe Series 1999 Bonds; DTC's records reflect only the identity ofthe Direct Participants 
to whose accounts such Series 1999 Bonds are credited, which may or may not be the Beneficial Owners. The 
Participants will remain responsible for keeping account of dieir holdings on behalf of their customers. 

5. Conveyance of notices and other communications by DTC to Direct Participants, by Direct 
Participants to Indirect Participants, and by Durect Particqiants and Indirect Participants to Beneficial Owners will be 
governed by arrangements among them, subject to any statutoty or regulatoty requirements as may be in effect from 
time to time. 

6. Redenption notices shaU be sent to C^de & Co. If less than all ofthe Series 1999A Bonds or die 
Series 1999B Bonds are being redeemed, DTC's practice is to detennine by lot the amount of die interest of each 
Direct Participant in such Series to be redeemed. 

7. Neither DTC nor Cede & Co. will consent or vote with respect to the Series 1999 Bonds. Under 
its usual procedin«s, DTC mails an Omnibus Proxy to die Auihority as soon as possible after die record date. The 
Omnibus Proxy assigns Cede & Ck>.'s consenting or voting rights to those Direct Participants to whose accounts the 
Series 1999 Bonds are credited on the record date (identified in a listing attached to the Omnibus Proxy). 

8. Principal and interest on the Series 1999 Bonds will be made to DTC. DTC's practice is to credit 
Dhect Participants' accounts on payable date in accordance with their respective holdings shown on DTC's records 
unless DTC has reason to beheve that it will not receive payment on payable date. Payments by Participants to 
Beneficial Owners will be governed by standing instmctions and customaty practices, as in the case with securities 
held for the accounts of customers in bearer form or registered in "street name," and will be die responsibihty of 
such Participant and not of DTC, the Trustee, or the Authority, subject to any statutoty or regulatoty requirements as 
may be in effect fix>m time to time. Payment of principal and interest to DTC is the responsibility of the Audiority 
or the Trustee, disbursement of such payments to Direct Particqiants shall be die responsibility of DTC, and 
disbursement of such payments to die Beneficial Owners shall be die responsibihty of Direct and Indirect 
Participants. 

9. DTC may discontinue providing its services as securities depositoty with respect to the Series 
1999 Bonds at any time by giving reasonable notice to the Authority or the Trustee. Under such circumstances, in 
die event that a successor securities dqwsitoty is not obtained. Series 1999 Bonds will be printed and deUvered. 

10. The Authority may decide to discontinue use of the S3rstem book-enty transfers tfarough DTC (or 
a successor securities depositoty). Iii diat event. Series 1999 Bond certificates will be printed and delivered. 

11. The infonnation in diis section concerning DTC and DTC's book-entiy system has been obtained 
from sources that die Authority and the City beUeve to be rehable, but neidier the Audiority nor the City takes any 
responsibihty for the accuracy thereof. 

DTC management is aware that some conqiuter apphcations, systems, and die like for processing data 
("Systems") that are dependent upon calendar dates, including dates before, on, and after Januaty 1, 2000, may 
encounter '^ear 2000 problems." DTC has informed its Participants and other members of die financial community 
(the "Industty") that it has developed and is iIÎ >lementing a program so that its Systems, as die same relate to the 
timely payment of distributions (including principal and mcome payments) to security holders, book-entty 
deUveries, and settiement of trades wilhin DTC ("DTC Services"), continue to ftmction qjpropiiately. This program 
includes a technical assessment and a remediation plan, each of which is complete. Additionally, DTC's plan 
includes a testing phase, which is expected to be conqileted within ^ipropiiate time firames. 

However, DTC's abihty to perform properly its services is also dependent iqxm other parties, including but 
not limited to issuers and their agents, as well as diird party vendors, from whom DTC hcenses software and 
hardware, and diird party vendors on whom DTC rehes for infonnation or the provision of services, including 
telecommunication and electrical utihty seivice providers, among others. DTC has infonned die Industty that it is 
contacting (and will continue to contact) third party vendors finm whom DTC acquires services to: (i) inqnress vapoa 
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CAUTIONAEy STATEMENTS REGARDING FORWARD-LOOKING 
STATEMENTS IN THIS OFFICIAL STATEMENT 

Certain statements induded or incorporated by reference in this OflBdal Statement consrimte 
"forward-looking statements" within the meaning of the United States Private Securities litigarion Reform 
Act of 1995, Secrion 21E of the United Sutes Securities Exchange Act of 1934, as amended, and 
Secrion 27A of the United States Securities A a of 1933, as amended. Such statements are generally 
identifiable by the terminology used such as "plan," "e^qject," "estimate," "budget" or other similar words. 
Such forward-looking statements indude, but are not limited to, certain statements contained in the 
infonnation under die captions "DESCRIPTION OF THE SERIES 1999 BONDS ~ Book-Enoy Only 
System," "ACTTIONS UNDER THE CLEAN WATER ACT -- Rehef From Secondaty Treatment 
Rcqmrements," "WASTEWATER SYSTEM FINANCIAL OPERATIONS - Year 2000 Computer Lisues" 
and "FINANCIAL PROJECTTIONS." 

THE ACHIEVEMENT OF CERTAIN RESULTS OR OTHER EXPECTATIONS 
CONTAINED IN SUCH FORWARD-LOOKING STATEMENTS INVOLVE KNOWN 
AND UNKNOWN RISKS, UNCERTAINTIES AND OTHER FACTORS WHICH MAY-
CAUSE ACTUAL RESULTS, PERFORMANCE OR ACHIEVEMENTS DESCRIBED 
TO BE MATERIALLY DIFFERENT FROM ANY FUTURE RESULTS, 
PERFORMANCE OR ACHIEVEMENTS EXPRESSED OR IMPLIED BY SUCH 
FORWARD-LOOKING STATEMENTS. THE CITY DOES NOT PLAN TO ISSUE 
ANY UPDATES OR REVISIONS TO THOSE FORWARD-LOOKING STATEMENTS 
IF OR WHEN ITS EXPECTATIONS, OR EVENTS, CONDITIONS OR 
CIRCUMSTANCES ON WHICH SUCH STATEMENTS ARE BASED OCCUR 
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No broker, dealer, salesperson or other person has been authorized by the City of San Diego (the 
"City"), the PubUc Fadhries Finandng Authority of the City of San Diego (the "Authority") or the 
Underwriters to give any information or to make any representations other than those contained herein and, 
if given or made, such other information or representation must not be relied upon as having been authorized 
by the City, the Authority or the Underwriters. Neither the dehvety of this Ofiidal Statement nor any sale 
made hereimder shall, under any circumstances, aeate any imphcarion that there has been no change in the 
afiairs of the City or the Authority. This Offidal Statement does not constitute an offer to sell or the 
sohdtation of an offei: to buy, nor shall there be any sale of the Series 1999 Bonds by a person in any 
jurisdiction in wliich it is unlawful for such person to make such offer, solidtarion or sale. 

This Offidal Statement is not to be construed as a contraa with the purchasers of the Series 1999 
Bonds. Statements contained in this Offidal Statement which involve estimates, forecasts or matters of 
opinion, whether or not expressly so described herein, are intended solely as such and are not to be construed 
as representations of facts. 

The information set forth in this Offidal Statement has been obtained from offidal sources and other 
sources which are beheved to be reliable, but it is not guaranteed as to accuracy or completeness, and is not to 
be construed as a rq)resentation by the Underwriters. The information and expressions of opinion herein are 
subjea to change without notice, and neither the dehvety of this Official Statement nor any sale made 
hereimder shall under any circumstances aeate any imphcarion that there has been no change in the affairs of 
the City, the Authority or the Wastewater System since the date hereof. This Offidal Statement is submitted 
in coimection with the sale of the Series 1999 Bonds referred to herein and may not be reproduced or used, 
in •w îole or in part, for any other puipose. 

The summaries and references to the Indenture, Installment Purchase Agreement, the Continuing 
Disdosure Agreement, the City Charter and to other statutes and documents referred to herein do not 
purport to be comprehensive or definitive and are qualified in their entireties by reference to each such 
document and stamte. This Official Statement induding any amendment or supplement hereto is intended 
to be dq>osited wirii one or more depositories. The Series 1999 Bonds have not been registered under the 
Securities Aa of 1933, as amended, in reliance upon an exemption firom the registration requirements 
contained in such Aa. 

IN CONNECnON WITH THIS OFFERING OF THE SERIES 1999 BONDS, THE 
UNDERWRITERS MAY OVER-ALLOT OR EFFECH" TRANSACnONS THAT STABEIZE OR 
MAINTAIN THE MARKET PRICE OF SUCH BONDS AT A LEVEL ABOVE THAT WHICH MIGHT 
OTHERWISE PREVAIL IN THE OPEN MARKET. SUCH STABEJZING, IF COMMENCED, MAY 
BE DISCONTINUED AT ANY TIME. 

u 



diem the inqrartance of such services being Year 2000 conqihant; and (u) determine die extent of dieir efforts for 
Year 2000 remediation (and, as appropriate, testing) of dieir services. In addition, DTC is in the process of 
developing such contingency plans as it deems appropriate. 

NONE OF THE AUTHORITY, THE CITY OR THE UNDERWRITERS WILL HAVE ANY 
RESPONSIBILITY OR OBLIGATION TO PARTICIPANTS, TO INDIRECT PARTICIPANTS OR TO ANY 
BENEHCLVL OWNER WITH RESPECT TO (I) THE ACCURACY OF ANY RECORDS MAINTAINED BY 
DTC, ANY PARTICIPANT, OR ANY INDIRECT PARTICIPANT; (H) THE PAYMENT BY DTC OR ANY 
PARTICIPANT OR INDIRECrr PARTICIPANT OF ANY AMOUNT WITH RESPECT TO THE PRINCIPAL OF, 
OR PREMIUM, IF ANY, OR INTEREST ON, THE SERIES 1999 BONDS; (HI) ANY NOTICE WHICH IS 
PERMITTED OR REQUIRED TO BE GIVEN TO BONDOWNERS; (IV) ANY CONSENT GIVEN BY DTC OR 
OTHER ACTION TAKEN BY DTC AS BONDOWNER; OR (V) THE SELECTION BY DTC OR ANY 
PARTICIPANT OR INDIRECrr PARTICIPANT OF ANY BENEHCL^L OWNERS TO RECEIVE PAYMENT IN 
THE EVENT OF A PARTIAL REDEMPTION OF THE SERIES 1999 BONDS. 

Purpose of Financing 

The proceeds of die Series 1999A Bonds will be used for Metropohtan System capital inqjrovements and 
the proceeds of Series 1999B Bonds will be used for Municipal System capital inqvovements. (See 
"WASTEWATER SYSTEM CAPITAL IMPROVEMENT PROGRAM.") For bodi die Metropohtan System and 
the Municipal System, capital inqirovement costs include costs of design, engineering, legal and administrative 
services, acquisition of third-party rights-of-way, land acquisition, construction and equqjment In addition to 
fimdmg certain Metropohtan System capital iiiq)rovements, the remaining proceeds of die Series 1999A Bonds will 
be used to fimd a portion ofthe debt service reserve fimd securing the Series 1999 Bonds and the Outstanding Parity 
Bonds and to pay certain costs of issuance. The remaming proceeds ofthe Series 1999B Bonds will be used to fimd 
a portion ofthe debt service reserve fimd securing die Series 1999 Bonds and the Outstanding Parity Bonds and to 
pay certain costs of issuance. 

Application of Series 1999 Bond Proceeds 

The proceeds ofthe Series 1999 Bonds (exchiding accmed interest which will be deposited in the Interest 
Account in die Payment Fund) are to be ̂ >phed as follows: 

Series 1999A Series 1999B 
Bonds Bonds Total 

Principal Amount $203,350,000.00 $112,060,000.00 $315,410,000.00 

Net Origmal Issue (Discount)/Premium (735.286.85) 28.754.70 (706.532.15) 

Total Available Funds $202,614,713.15 $112,088,754.70 $314,703,467.85 

Deposit to Acquisition Fund Account̂ '̂  $187,624,000.00 $103,826,000.00 $291,450,000.00 
Deposit to Reserve Fund^^ 13,221,002.59 7,285,692.41 20,506,695.00 
Costoflssuance^^ 323,613.47 180,162.17 503,775.64 
Underwriters'Discount^*^ 1.446.097.09 796.900.12 2.242.997.21 

Total Amount Apphed $202,614,713.15 $112,088,754.70 $314,703,467.85 

(1) Tobeheldby the City and applied to pay Metropolitan System Acquisition Costs with respect to the Series 1999A Bonds and 
Municipal System Acquisition Costs widi respect to fte Series 1999B Bonds. 

(2) This deposit, together with the Ctedit Facility currently held by the Tmstee for fhe benefit ofthe Reserve Fund with respect to the 
Outstandmg Parity Bonds, con^nise an amount equal to the Reserve Requirement See 'SECURITY FOR THE SERIES 1999 
BONDS - Reserve Fund." 

(3) Includes legal fees, financial advisor fees, rating agency fees, printing costs and other required expenses. 
(4) Includes the bond insurance premium to be paid by die Underwriters. 



Debt Service Requirements 

The following table shows die total debt service requirements from Net System Revenues with respect to 
die Series 1999A Bonds, the Series 1999B Bonds and die Outstandmg Parity Bonds. 

Table 1 
TOTAL DEBT SERVICE REQUIREMENTS 

Year Ending 
June 30 

1999 

2000 

2001 

2002 

2003 

2004 

2005 

2006 

2007 

2008 

2009 

2010 

2011 

2012 

2013 

2014 

2015 

2016 

2017 

2018 

2019 

2020 

2021 

2022 

2023 

2024 

2025 

2026 

2027 

2028 

2029 

TOTAL 

Series 1999A Bonds 

Principal 

Sl.485,000 

3,535,000 

3,660,000 . 

3,785,000 

3,925,000 

4,070,000 

4,225,000 

4,390,000 

4.610,000 

4,800,000 

5,0()0,000 

5,260.000 

5,530,000 

5,810,000 

6,080,000 

6380,000 

6,700,000 

7,035,000 

7370,000 

7,740,000 

8,105,000 

8,510,000 

8,940,000 

9385,000 

9,855.000 

10345,000 

10,865.000 

11,405,000 

11.975,000 

12375,000 

$203350.000 

Interest 

$11,720,414.13 

9,670,027.50 

9346302.50 

9,418,20230 

9,281,942.50 

9,134,755.00 

8,980,095.00 

8,815320.00 

8395,820.00 

8.406.810.00 

8,202.810.00 

7>t6,560.00 

7,676,985.00 

739337230 

7,12631230 

6,82231230 

630331230 

6.168,31230 

5,834,150.00 

5.465,650.00 

5,098,000.00 

4,692,750.00 

4,267.250.00 

3,820,250.00 

3351,000.00 

2,858,250.00 

2341,000.00 

1,797,750.00 

1327300.00 

628.750.00 

$192,792,166.63 

Series 1999B Bonds 

Principal 

$ 765,000 

1,910,000 

1,975,000 

2,060,000 

2,145,000 

2,230,000 

2310,000 

2,415,000 

2315,000 

2,640,000 

2,750,000 

2,890,000 

3,040,000 

3,195,000 

3355,000 

3325,000 

3,700,000 

3,885,000 

4,070,000 

4,270,000 

4,485.000 

4,710,000 

4,945,000 

5,195,000 

5,450,000 

5,725,000 

6,010,000 

6310,000 

6,625,000 

6.960.000 

$112,060,000 

Interest 

$6339,750.10 

5397,90230 

5331,052.50 

5347,115.00 

5,159,565.00 

5,079.12730 

4.994387.50 

4,890,43730 

4,793,837.50 

4,668.08730 

4355,88730 

4,414,950.00 

4366,83730 

4,111,03730 

3,95138730 

3,78333730 

3,60738730 

3,422387.50 

3337,750.00 

3,034350.00 

2,820,750.00 

2396300.00 

2361.000.00 

2,113,750.00 

1,854,000.00 

1381300.00 

1395350.00 

994,750.00 

679350.00 

348,000.00 

$107,131,125.10 

Ontstandine Parity Bonds 

Principal 

$15,430,000 

16,050,000 

16,705,000 

17,410,000 

18,155,000 

18.960,000 

19,820,000 

20,855,000 

21,955,000 

23,125,000 

24360,000 

25,450,000 

26,720,000 

28,085,000 

29330,000 

31,050,000 

32,685,000 

34375,000 

36,155,000 

38,025,000 

39,985.000 

42,040.000 

44300,000 

46,440,000 

48,790,000 

34,950,000 

36,730,000 

15,020,000 

15,805,000 

-
_, 

$818,760,000 

Interest 

$41,107,795.00 

40,494,645.00 

39,836395.00 

39,131330.00 

38380,61730 

37378.915.00 

36.720,740.00 

35,687,480.00 

34385380.00 

33.415370.00 

32380,738.75 

31.08836730 

29.81737730 

28,450,49230 

27,01031730 

25,489385.00 

23,855,900.00 

22,163,75635 

20384,043.75 

18312,075.00 

16355,662.50 

14,498350.00 

12335350.00 

10,096,18730 

7.74338730 

5371,88730 

3,490,48730 

1.61831230 

829.76230 

-
_ 

$708,431308.75 

Total Debt 
Service 

$56,537,795.00 

77,054,80932 

77,054325.00 

77,053,885.00 

77,045.935.00 

77.050,422.50 

77.054.622.50 

77,051.962.50 

77,051337.50 

77.05532730 

77.055,63635 

77,046,965.00 

77,048,78730 

77,049315.00 

77,049,827.50 

77.052,185.00 

77,051,750.00 

77.04935635 

77,049,643.75 

77,048,975.00 

77,05036230 

77,047,100.00 

77,04*300.00 

77,049,43730 

77,04738730 

60,731.88730 

60.73033730 

37,14936230 

37,142362.50 

20306,750.00 

20311.750.00 

$2,142,524,800.47 



SECURITY FOR THE SERIES 1999 BONDS 

Source of Payment 

The Series 1999 Bonds are limited obhgations of the Authority payable solely from Revenues, which 
Revenues include Installment Payments made by the City pursuant to the histallment Purchase Agreement solely 
from Net System Revenues, and amounts on deposit in the fimds and accounts established under die Indenture (other 
than amounts on deposit in the Rebate Fund). The Series 1999 Bonds will be issued on a parity with the 
Outstandmg Parity Bonds. See "SECURITY FOR THE SERIES 1999 BONDS - Outstandmg Parity Bonds." AU 
Parity Obhgations, including the histallment Payments pledged to the payment of the Series 1999 Bonds and the 
Outstanding Parity Bonds, shaU be secured by a prior hen on and pledge of Net System Revenues. Parity 
Obhgations shall be of equal rank without preference, priority or distinction of any Parity Obhgations over any other 
Parity Obhgations. The hen and pledge shall constitute a first hen on Net System Revenues; provided, however, 
diat out of Net System Revenues there may be apportioned such sums for such purposes as are e?^essly pennitted 
by the Installment Purchase Agreement 

The Sewer Revenue Fund 

The City accounts for its wastewater operations dirough an enterprise fimd known as the Sewer Revenue 
Fund. The Sewer Revenue Fund was established by amendment to the City Charter on June 5, 1956. All System 
Revenues are deposited m the Sewer Revenue Fund. All moneys in the Sewer Revenue Fund shall be used to pay (i) 
all Maintenance and Operation Costs of die Wastewater System, (u) aU Parity Obhgations (odier than (Qualified 
Take or Pay Obhgations or Quahfied Swap Agreements), including Installment Payments equal to die principal and 
interest on the Series 1999 Bonds and the Outstanding Parity Bonds, (in) any (Qualified Take or Pay Obhgation and 
(iv) any Qualified Swap Agreement Afier such payments have been made, any remaining System Revenues shall 
be used to make vp any deficiency in the Reserve Funds or Reserve Accounts for Parity Obhgations (including 
restoring the amount of a Credit Facihty deposited in the Reserve Fund to its pre-draw amount) and, subject to 
certain conditions, then may be used to pay for capital CT^enditures for die Wastewater System or any other 
Wastewater System puipose, including the payment of Subonhnated Obhgations, if any, provided certain conditions 
are met 

Net System Revenues 

"Net System Revenues" means, for any fiscal year. System Revenues for such fiscal year less Maintenance 
and Operation C^sts of the Wastewater Systenl for such fiscal year. "System Revenues" are defined in die 
Installment Purchase Agreement to include all income, rents, rates, fees, charges and other moneys derived from the 
ownership or operation of the Wastewater System. Notwithstanding the foregoing, there shall be deducted fix>m 
System Revenues any amounts transfened into the Rate Stabilization Fund, and there shall be added to System 
Revenues any amounts transferred out of such Rate Stabilization Fund to pay Maintenance and Operation Costs of 
the Wastewater System. See "Rate Stabilization Fund; hxpact of Proposition 218" below. Under tbe Installment 
Purchase Agreement, the City has retained the right to transfer ownershqi of the Metropohtan System. For a more 
detailed description of diis potential transfer of ownersh^, see 'Tossible Transfer of Ownership of Metropohtan 
System" below. Upon any such transfer of the Metropohtan System permitted by die Ins^lhnent Purchase 
Agreement, System Revenues shall be deemed to consist of Municipal System Revenues widi respect to the City 
and Metropohtan System Revenues widi respect to the transferee. For a more detailed description of System 
Revenues, Metropohtan System Revenues and Municipal System Revenues, see APPENDIX C ~ "DEFINmONS 
OF CERTAIN TERMS." 

"Maintenance and Operations Costs of the Wastewater System" are defined in the Installment Purchase 
Agreement to include, among other things (i) a Qualified Take or Pay Obhgation (defined below) and (u) the 
reasonable and necessaty costs spent or incuired by the City for maintaining and operating die Wastewater System, 
calculated in accordance with generally accepted accounting principles, but excluding in all cases (a) depreciation, 
rqilacement and obsolescence charges or reserves therefor, (b) amortization of intangibles or other bookkeeping 
entries of a similar nature, (c) costs of capital additions, replacements, betterments, extensions or inqnrovements to 
the Wastewater System, which under goierally accepted accounting principles are chargeable to a capital account or 
to a reserve for depreciation, (d) charges for the payment of principal and interest on any general obhgation bond 
Iheretofore or hereafter issued for Wastewater System puiposes, and (e) charges for the payment of principal and 



interest on any debt service on account of any obligation on a parity with or subordinate to the InstaUment 
Payments. "(Qualified Take or Pay Obhgation" means the obhgation ofthe City to make use of any facihty, property 
or services, or some portion of die capacity thereof, or to pay dierefor from System Revenues, or both, whether or 
not such facihties, properties or services are ever made available to fhe City for use, and there is provided to the City 
a certificate of an Lidependent Engineer to the effect that die incurrence of such obhgation wiU not adversely affect 
the abihty ofthe City to comply widi the rate covenant contained m the Installment Purchase Agreement Under the 
Installment Purchase Agreement, the City has retained die right to transfer ownership of the Metropohtan System. 
For a more detailed description of this potential transfer of ownership, see "Possible Transfer of Ownership of 
Metropohtan System" below. Upon any such transfer of the Metropohtan System permitted by the Installment 
Purchase Agreement, Maintenance and Operations Costs of the Wastewater System shaU be deemed to be 
Maintenance and Operations Costs of the Municipal System with respect to the City and Maintenance and 
Operations Costs of the Mettopohtan System with respect to the transferee. For a more detailed description of 
Maintenance and Operations Costs ofthe Wastewater System, the Metropohtan System and the Municipal System, 
respectively, see APPENDIX C ~ "DEFINITIONS OF CERTAIN TERMS." 

Obligation of City Under Installment Purchase .^^eement 

Pursuant to die histallment Purchase Agreement, die City commits, absolutely and unconditionaUy, to 
make Installment Payments to die Authority solely fix)m Net System Revenues until such time as the Purchase Price 
for the Components of the Project financed has been paid m fiiU (or provision for the payment thereof has been 
made pursuant to the Indoiture). The City wiU not discontinue or suspend any Installment Payments required to be 
made by it under die Installment Purchase Agreement whether or not die Project or any part Ihereof is operating or 
operable or has been conq)leted, or its use is suspended, interfered with, reduced, curtailed or terminated in whole or 
in part, and such Installment Payments wiU not be subject to reduction whedier by ofiTset or otherwise and wiU not 
be conditioned upon the performance or non-performance by any party of any agreement for any cause whatsoever. 

Rate Covenant; Impact of Proposition 218 

The City has covenanted in the Installment Purchase Agreement to fix, prescribe and coUect rates and 
charges for wastewater service which wiU be at least sufficient (i) to pay aU Obhgations (odier than Parity 
Obhgations) and (u) to jdeld during each fiscal year Net System Revenues equal to 120% of the Debt Service for 
such fiscal year. The City may make adjustments &am time to time in such rates and charges including 
reclassification of users as it deems necessaty, but shaU not reduce the rates and charges dien in effect unless the Net 
System Revenues from such reduced rates and charges will at aU times be sufficient to meet the requirements ofthe 
Installment Purchase Agreement However, for information on the possible limitation on die City's abihty to 
conq)ly widi die rate covenant, see "WASTEWATER SYSTEM FINANCIAL OPERATIONS - Impact of 
Proposition 218 on Sewer Service Rates and CJiarges." 

Possible Transfer of Ownership of Metropolitan System 

Under the Installment Purchase Agreement, the City has retained the right to transfer ownership of the 
Metropohtan System to die San Diego Wastewater Management District discussed below (the "District") or anodier 
governmental agency whose primaiy puipose is to provide wastewater treatment and disposal service, provided the 
District or such entity agrees to assume aU obhgations ofthe City under the Installment Purchase Agreement relating 
to the Metropohtan System and aU other obhgations relating to die Metropohtan System which are payable from 
Metropohtan System Revenues, Net Metropolitan System Revenues, System Revenues or Net System Revenues, 
and provided that the terms and conditions (includmg certain financial and ratings maintenance covenants) 
contained m the Installment Purchase Agreement with respect to such transfer are satisfied. Upon any transfer the 
City wiU no longer be responsible for such obhgations and such successor entity wiU be responsible for the 
obhgations. See APPENDIX D ~ "SUMMARY OF PRINCIPAL LEGAL DOCUMENTS - THE 
INSTALLMENT PURCHASE AGREEMENT - Covenants of the City - Transfer of Mettopohtan System 
Components." 

The Caiifomia legislature created the District in 1992 to provide wastewater tteatment services on a 
regional basis. The legislation creating the District was an outgrowdi of a consensus developed by representatives 
of die City, the Participating Agencies (defined below) and others to provide a regional iqjproach to wastewater 
treatment hiitiaUy, the District consisted of 13 member agencies, incluchng the City. However, as a consequence of 
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unresolved issues relating to cost sharing and governance among the member agencies, the City withdrew fijom the 
District From time to time, certain member agencies have withdrawn from the District and certain others have 
rejoined. There is nothing preventing any or aU of the withdrawing agencies from rejoining the District The City 
has made no determinations with respect to whedier it wiU return to the District as a member or whether it will 
ttansfer ownership of die Mettopohtan System to die Disttict See "WASTEWATER SYSTEM ~ The Participatmg 
Agencies and the Regional Wastewater Disposal Agreement" for information on die City's obhgation to provide die 
Participating Agencies die right of first refiisal on any offer to seU the Mettopohtan System. 

Rate Stabilization Fund; Impact of Proposition 218 

The City has established die Rate Stabilization Fund as a fimd within the Sewer Revenue Fund. From time 
to time, the City may deposit into the Rate Stabilization Fund, from cuirent System Revenues, such amounts as the 
City shaU detennine and the amoimt of available current S}rstem Revenues shall be reduced by the amoimt so 
transferred. From time to time, die City may ttansfer amounts on deposit in the Rate Stabilization Fund to die Sewer 
Revenue Fund solely and exclusively to pay Maintenance and Operation Costs of the Wastewater System, and any 
amounts so transferred shall be deemed System Revenues when so transfened. AU interest or odier earnings upon 
amounts in die Rate Stabilization Fund may be withdrawn therefiom and accounted for as System Revenues. 
However, for infonnation on the possible limitation on Ihe City's abihty to set rates and charges at levels which 
would permit die City to make deposits mto die Rate StabUization Fund, see "WASTEWATER SYSTEM 
FINANCIAL OPERATIONS - Inqiact of Proposition 218 on Sewer Service Rates and C3iarges." See also Table 14 
and paragr^h 4 under the caption *TINANC3AL PROJECTIONS - Projected Operating Results" for currentiy 
anticipated deposits into and wididrawals fix>m the Rate Stabilization Fund incident to the currentiy contenq>lated 
Wastewater System Capital Inqirovement Program. 

Pledge Under the Indenture 

Pursuant to die hidenture, die Authority has inevocably pledged aU Revenues and amounts on deposit in 
the fimds and accounts established under die Indenture (other than amoimts on deposit m die Rebate Fund) to the 
payments of princ^al and interest on the Series 1999 Bonds and the Outstanding Parity Bonds. The Indenture 
defines the term "Revenues" to mean aU Installment Payments paid by the City pursuant to die Installment Purchase 
Agreement, and die interest or profits from the investment of money in any account or fimd (other dian the Rebate 
Fund) pursuant to the Indenture. In order to secure the pledge of the Revenues pursuant to die Indenture, die 
Audiority has transfened, conveyed and assigned to die Trustee, for the benefit ofthe Owners, aU ofthe Audiority's 
rights under the Installment Purchase Agreement (excluding its right to indemnification thereunder), including the 
right to receive Installment Payments fixim die City, the right to receive any proceeds of insurance maintained 
IhereundCT or any condemnation award rendered widi respect to the Project, and the right to exercise any remedies 
provided therein in the event ofa de&ult by die City thereunder. 

The Trustee has estabhshed and wiU maintain special trust fimds to be held by the Trustee caUed die 
Payment Fund and die Reserve Fund. Within the Payment Fund, the Trustee has established and wiU maintain the 
Interest Account, the Principal Account and the Redenqition Account, and within die Princqial Account, separate 
Sinking Accounts. Under the Installment Purchase Agreement, die City wiU pay the Installment Payments out of die 
Sewer Revenue Fund to the Trustee for deposit into the Payment Fund so diat the principal and interest due on the 
Series 1999 Bonds and die Outstanding Parity Bonds shaU be paid no later than the last business day on which such 
payment is due. Subject to the provisions ofthe Indenture, HU money in die Payment Fund wiU be deposited by the 
Trustee in die foUowing respective special accounts within the Payment Fund in the foUowing order of priority: (i) 
Interest Account, (u) Princqial Account, and (ui) Redemption Account See APPENDIX D - "SUMMARY OF 
PRINCIPAL LEGAL DOCUMENTS." 

Bond Insurance 

The payment of principal of and interest on the Lisured Series 1999 Bonds when due wiU be guaranteed by 
a municipal bond insurance pohcy issued simultaneously widi die dehveiy ofthe Insured Series 1999 Bonds. The 
Series 1999 Bonds maturing on May 15, 2000 and May 15, 2001 are not msured. The foUowing information has 
been fiimished by Fmancial Guaranty Insurance Coiiq>any for use in this Official Statement Reference is made to 
Appendix F for a specimen of municipal bond insurance pohcy. 
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Concuirendy with the issuance ofthe Insured Series 1999 Bonds, Financial Guaranty Insurance Conqiany, 
doing business in Cahfomia as FGIC Insurance Company ("Financial Guaranty") wiU issue its Municipal Bond New 
Issue Insurance Pohcy for the Insured Series 1999 Bonds (the "Pohcy"). The Pohcy unconditionaUy guarantees die 
payment of that portion ofthe principal of and interest on the Insured Series 1999 Bonds which has become due for 
payment, but shaU be unpaid by reason of nonpayment by the issuer ofthe Insured Series 1999 Bonds (the "Issuer"). 
Financial Guaranty wiU make such payments to State Sheet Bank and Trust Company, N.A., or its successor as its 
agent (the 'Tiscal Agent"), on the later ofthe date on which such principal and interest is due or on the business day 
next foUowing the day on which Financial Guaranty shaU have received telephonic or telegraphic notice, 
subsequendy confirmed in writing, or written notice by registered or certified mail, from an owner of Insured Series 
1999 Bonds or die Paying Agent ofthe nonpayment ofsuch amoimt by the Issuer. The Fiscal Agent wiU disburse 
such amount due on any Insured Series 1999 Bond to its owner upon receipt by die Fiscal Agent of evidence 
satisfactoty to the Fiscal Agent of die owner's right to receive payment ofthe principal and interest due for payment 
and evidence, including any appropriate instruments of assignment, that aU of such owner's rights to payment of 
such principal and interest shaU be vested in Financial Guaranty. The term "noiqiaymenf' in respect of a Insured 
Series 1999 Bond includes any payment of principal or interest made to an owner ofa Insured Series 1999 Bond 
which has been recovered from such owner pursuant to the United States Bankmptcy Code by a trustee m 
bankruptcy in accordance with a final, nonappealable order ofa court having conqietent jurisdiction. 

The Pohcy is non-cancellable and the premium wiU be fiiUy paid at die time of dehvety of the Insured 
Series 1999 Bonds. The Pohcy covers failure to pay principal ofthe Insured Series 1999 Bonds on dieir respective 
stated maturity dates or dates on which the same shaU have been duly caUed for mandatoty sinking fimd redemption, 
and not on any other date on which the Insured Series 1999 Bonds may have been otherwise caUed for redeiiq>tion, 
accelerated or advanced in maturity, and covers the faUure to pay an installment of interest on the stated date for its 
payment 

GeneraUy, in connection with its insurance of an issue of municipal securities, Financial Guaranty requires, 
among other things, (i) that it be granted die power to exercise any rights granted to the holders of such securities 
upon the occurrence of an event of default, without the consent of such holders, and diat such holders may not 
exercise such rights without Financial Guaranty's consent, in each case so long as Fmancial Guaranty has not failed 
to conqily widi its.payment obhgations under its insurance pohcy; and (u) that any amendment or supplement to or 
other modification of die principal legal documents be subject to Financial Guaranty's consent The specific rights, 
if any, granted to Financial Guaranty in connection with its msurance of die Insured Series 1999 Bonds are set fordi 
in the descrq>tion ofthe principal legal documents appearing elsewhere in diis Official Statement Reference should 
be made as weU to such descrqition for a discussion ofthe circumstances, if any, under which the Issuer is required 
to provide additional or substitute credit enhancement, and related matteis. 

This Official Statement contains a section regarding the ratings assigned to the Insured Series 1999 Bonds 
and reference should be made to such section for a discussion of such ratings and die basis for their assignment to 
die Insured Series 1999 Bonds. Reference should be made to the descrq)tion of the Issuer for a discussion of the 
ratings, if any, assigned to such entity's outstanding parity debt that is not secured by credit enhancement 

The Pohcy is not covered by the Property/Casualty Insurance Security Fund specified in Article 76 of die 
New York Insurance Law. 

Financial Guaranty is a whoUy-owned subsidiaty of FGIC Corporation (die "Coiporation"), a Delaware 
holdmg coiiq>any. The Coiporation is a subsidiaty of General Electtic Capital Corporation ("GE Capital"). Neidier 
the Corporation nor GE Capital is obhgated to pay the debts of or die claims against Financial Guaranty. Financial 
Ciuaranty is a monoline financial guaranty insurer domicUed m the State of New Yoik and subject to regulation by 
die State of New York Insurance Department As of December 31, 1998, the total capital and surplus of Financial 
Guaranty was $1,258,215,191. Financial Guaranty prepares financial statements on the basis of both statutoty 
accounting princqiles and generaUy accepted accounting principles. Copies of such financial statements may be 
obtained by writing to Financial Guaranty at 115 Broadway, New York, New York 10006, Attention: 
Communications Department (telephone number 212-312-3000) or to the New York State Insurance Department at 
25 Beaver Sttjcet, New York, New York 10004-2319, Attention: Financial Condition Property/Casualty Bureau 
(telephone number: 212-480-5187). 
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Reserve Fund 

A portion ofthe proceeds ofthe Series 1999 Bonds wiU be deposited in the Reserve Fund, which togedier 
with the Credit Facihty currentiy held by the Trustee for the benefit of the Reserve Fund, wiU equal the Reserve 
Requirement The Reserve Requirement is defined to be, as of any date of calculation, the least of (i) 10% of the 
proceeds ofthe Series 1999 Bonds and the Outstanding Parity Bonds, (u) Maximum Annual Debt Service on die 
Series 1999 Bonds and the Outstanding Parity Bonds for die current or any fiiture fiscal year, or (iu) 125% of 
average Annual Debt Service on the Series 1999 Bonds and the Outstandmg Parity Bonds, hi September 1998, the 
City withdrew amounts on deposit in the Reserve Fund and deposited with the Trustee a Oedit Facihty in die form 
of a reserve fimd surety bond issued by Ambac Assurance Coiporation in the maximum stated amount of 
$56,548,941.25 for the benefit ofthe Reserve Fund, in accordance with the provisions described below. The City 
used the amounts released from die Reserve Fund for die construction, replacement and inqirovements to die 
Wastewater System. 

At the option ofthe City, amounts required to be held in die Reserve Fund may be withdrawn, in whole or 
m part, vpon the deposit of a Credit Facihty with the Trustee, in a stated amount equal to the amounts so wididrawn, 
provided, among other tilings, that prior to die deposit of such Credit Facihty, each of the rating agencies then rating 
die Series 1999 Bonds and the Chitstandmg Parity Bonds is notified of such proposed withdrawal and die deposit of 
such Credit Facihty wiU not result in a withdrawal or downgrading of any rating ofthe Series 1999 Bonds and the 
Outstanding Parity Bonds then in effect by each of the rating agencies then rating the Series 1999 Bonds and the 
Outstanding Parity Bonds. For puiposes of detennining if the amount on deposit in die Reserve Fund equals the 
Reserve Requirement, any Credit Facihty shaU be deemed to be a deposit in the face amount or stated amount of 
such Credit Facihty, less any unreimbursed draws or other amounts not remstated under such Credit Facility. Any 
such withdrawn moneys wiU be transferred, at the election of the City, to the Acquisition Fund, to die Reden:q>tion 
Account in the Payment Fund, to the Princqial Account of the Payment Fund or to a special account to be 
established for the payment of any fees in connection with obtaming such Credit Facihty. 

To the extent that die Reserve Fund is conqirised of both fimds on deposit and a Credit Facihty, as wiU be 
the case upon die initial issuance of die Series 1999 Bonds, withdrawals from the Reserve Fund shall be made first 
firom fimds on deposit and dien from the Credit Facihty. To die extent diat the Reserve Fund is replenished by the 
City, the amount so replenished shaU be credited first to fimds on deposit in the Reserve Fund and dien to any Credit 
Facihty. To the extent that replenishment fimds are credited to the Credit Facihty, the Trustee shaU pay the same to 
die provider of die Credit Facihty in Ueu of retaining such fiinds in the Reserve Fund, ccmditioned iqion 
reinstatement ofthe Credit Facihty for the amount so paid. 

In the event the provider of a Credit Facihty makes payments to the Trustee as part of the Reserve 
Requirement, the provider shaU become subrogated to die rights ofthe recipients ofsuch payments, but such right of 
subrogation shaU be subordmate to the rights ofthe provider of any pohcy of munidpal bond insurance which has 
been drawn upon for payment of principal or mterest on the Series 1999 Bonds or Outstanding Parity Bonds. 

Outstandii^ Parity Bonds 

The City has incurred Parity Obhgations in the outstanding principal amount of $818,760,000 in 
connection with die Series 1993 Bonds, die Series 1995 Bonds and the Series 1997 Bonds issued by die Authority 
on October 12,1993, December 13,1995 and Febmaty 26, 1997, respectively, for die puipose of financing the costs 
of certain improvements relating to the Mettopohtan System and the Municipal System. The Series 1993 Bonds 
were issued in the original aggregate principal amount of $250,000,000, of which $228,805,(X)0 is currentiy 
outstanding. The Series 1995 Bonds were issued in the original aggregate prindpal amount of $350,000,000, of 
which $343,860,000 is currentiy outstanding. The Series 1997 Bonds were issued in die original combined princ^al 
amount of $250,000,000, of which $246,095,000 is currentiy outstandmg. 

Parity Obligations 

The City may not create any Obhgations the payments of which are senior or prior in right to the payment 
by die City of Parity Obhgations. Ihe City may at any time and fix>m time to time issue or create any other Parity 
ObUgations, so long as no Event of Default under die Installment Purchase Agreement has occuired and is 
continuing and no event of default or Termination Event under any Qualified Sw^ Agreement has occuired and is 
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continuing, and provided the City obtains or provides a certificate or certificates, prepared by the City or at die 
City's option by a Consultant, showing that: 

(i) the Net System Revenues as shown by die books of the City for any 12 consecutive 
month period out of the 18 consecutive months ending immediately prior to die incurring ofsuch additional 
other Parity Obhgations shaU have amounted to at least 1.20 times the Maximum Annual Debt Service on 
aU Parity Obhgations Outstanding during such period; and 

(u) the estimated Net System Revenues for the next 12 months foUowing the date of issuance 
of such odier Parity Obhgations wiU be at least equal to 1.20 times the Maximum Annual Debt Service for 
aU Parity Obhgations which wiU be Outstanding immediately afier the issuance of the proposed Parity 
Obhgations. 

The certificate or certificates with respect to clause (ii) above wiU not be required i^ among odier things, 
the Parity Obhgations being issued are for the puipose of refunding: (a) then Outstanding Parity Obhgations if at 
the time of die issuance of such Parity Obhgations a certificate of an Authorized City Representative is deUvered 
showing that Debt Service in each fiscal year on aU Parity Obhgations Outstanding after the issuance of the 
refimding Parity Obhgations wiU not exceed the Debt Service in each correspondmg fiscal year on aU Parity 
Obhgations Outstanding prior to the issuance of such Parity Obhgations; or (b) then Outstanding BaUoon 
Indebtedness, Tender Indebtedness or Variable Rate Indebtedness, but only to the extent that the principal amount of 
the refimding Parity Obhgations (without regard to amounts diereof which after issuance are to be accreted) does not 
exceed the prindpal amount of such indebtedness has been put, tendered to or odierwise purchased by a standby 
purchase or other hquidity fecihty relating to such indebtedness. For additional infonnation relating to fhe terms 
and conditions for die issuance of die Parity Obhgations, see APPENDIX C - 'T)EFINmONS OF CERTAIN 
TERMS" and APPENDIX D - "SUMMARY OF PRINCIPAL LEGAL DOCUMENTS." 

Subordinated ObUgations 

The City may issue and incur Subordinated Obhgations which are payable fiom Net System Revenues on a 
basis subordinate to the payment by the City of the InstaUment Payments so long as no Event of De&ult has 
occurred and is continuing and no event of default or Termination Event under any (Qualified Swap Agreement has 
occurred and is continuing. 

SPECIAL CONSIDERATIONS FOR BONDHOLDERS 

In connection widi die purchase of die Series 1999 Bonds, prospective investors should give special 
consideration to the foUowing: 

1. See "ACTIONS UNDER THE CLEAN WATER ACT - ReUef From Secondaty Treatment 
Requirements" for information regarding a five year waiver from the secondaty sewage treatment requirements of 
die Qean Water Act, PubUc Law 92-500 (fhe "Clean Water Acf^ which the City has received, die consequences of 
die waiver not bemg extended and die legislative amendments that the City wiU seek to obtain to The Ocean 
PoUution Reduction Act of 1994 ("OPRA"). 

2. See "WASTEWATER SYSTEM - Metropohtan System Facihties" for mfoimation regardmg the 
constmction of the Metropohtan BiosoUds Center at the Miramar Naval Air Station leased to die City from the 
United States Navy to replace the sludge processing facihties previously located at Fiesta Island. Ifthe City defaults 
under the lease or m the event of a national or mihtary emergency, the City would be obhgated to vacate the 
Miramar Naval Air Station and relocate the Metropolitan Biosohds Center elsewhere. 

3. See "WASTEWATER SYSTEM FINANCIAL OPERATIONS - Year 2000 Computer Issues" 
for infoimation regarding the City's current efforts with respect to Year 2000 computer issues. 
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THE AUTHORITY 

The Authority was estabhshed pursuant to a Joint Exercise of Powers Agreement, dated May 14, 1991, as 
amended to date between the City and the Redevelopment Agency of the City. The Authority is intended as a 
financing vehicle for City facihties and projects. The Authority has no taxing power. 

WASTEWATER SYSTEM 

The Wastewater System 

The Wastewater System consists ofthe Municipal System, which is a municipal sewage coUection system 
for die City's residents, and the Mettopohtan System, which is a regional sewage coUection, tteatment and disposal 
system initiated in 1958 (and operational since 1963) to serve die City and various other pubhc agencies including 
cities situated within common drainage areas. The Metropohtan System was designed to provide sufficient edacity 
to accommodate a regional population of 2,600,000. The City, as operator of die Metropohtan System, is the holder 
of the National PoUutant Discharge Elimmation System ("NPDES") permit and is responsible for maintaining the 
discharge requirements required under Federal law. The Metropohtan System, as presendy designed, provides 
advanced primary tteatment of sewage at its Point Loma Wastewater Treatment Plant and tertiaty tteatment of 
sewage at its Nordi City Water Reclamation Plant See "ACTIONS UNDER THE CLEAN WATER ACT - Rehef 
From Secondaty Treatment Standards" for mfoimation regarding the waiver from secondaty tteatinent standards of 
the Clean Water Act which the City received in 1995 and which e}q)ires in November 2000. 

The nup which foUows the Table of Contents of this (Official Statement shows the sewer service area 
boundaries of die Wastewater System which covers approximately 450 square miles, including most ofthe City. 

Wastewater System Management 

The Metropohtan Wastewater Department of the City of San Diego (the "MWWD") manages the 
Mettopohtan System and on July 1, 1996 also assumed management ofthe Municq)al SysteuL For the fiscal year 
ending June 30, 1999, die MWWD has a $463 milUon budget and e}q)ects to eiiq>Ioy approximately 907 enployees. 

The MWWD operates the Wastewater System with fimds derived primarily froia service charges which are 
deposited in the Sewer Revenue Fund. The Sewer Revenue Fund was established by amendment to the City Charter 
on November 8, 1960. Funds in die Sewer Revenue Fund are used for the operation, maintenance aiu! capital 
inq>rovement ofthe Municipal System and Metropohtan System. 

Municipal System Facilities 

The Municipal System is conqnised of 2,544 miles of trunk and coUector mains, 82 sewer pxmsp stations 
and 14 stonn water interceptor pump stations serving in excess of 250,000 customer accounts. On average, diese 
accounts (of which 82% are single-family dwellings, 12% are multi-family dwellings, and the remaining 6% are 
commercial and industrial customers) generate 138 milhon gaUons per day ("mgd") of wastewater which is 
conveyed by the Municipal System to die Metropohtan System for treatment and disposal. 

The Munic^al System also includes the San Pasqual Water Reclamation Plant which has a production 
capacity of 1 mgd of reclahned water and was formerly operated by die City's Water Department The San Pasqual 
Water Reclamation Plant was transfened to MWWD on July 1, 1997. The San Pasqual Water Reclamation Plant 
takes a portion of the influoit from the Rancho Bernardo area of San Diego via Pump Station 77 and treats the 
influent to tertiaty standards then finther demineralizes the product to meet the total dissolved salts standards for the 
San Pasqual VaUey. Three agricultural type businesses are served by the San Pasqual Water Reclamation Plant 
Excess effluent and brine from the demineralization process is punq>ed back to Punq> Station 77 and from diere to 
the City of Escondido's Hale Avenue Wastewater Treatment Plant 

The Wastewater System Capital Inqirovement Program contenqilates ^propriations of $409.0 milhon for 
Municipal System facihties during die eight fiscal years endmg June 30, 2006. The proceeds of the Series 1999B 
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Bonds wiU be used to fmance unprovements to die Municipal System. See "WASTEWATER SYSTEM CAPITAL 
IMPROVEMENT PROGRAM." 

MetropoUtan System FaciUties 

The cunent Mettopohtan System infiastmcture, with the exception of the South Metto Interceptor, is 
located within the jurisdictional boundaries of the City and is concentrated along a kidney shaped corridor running 
from Mission Bay to the noidi, and along the perimeter ofthe San Diego Bay to the south. The map which foUows 
the Table of Contents of this Official Statement shows Ihe geographic concentration of the Mettopohtan System's 
infirastrocture and identifies the major trunk lines which service the Participating Agencies. The Wastewater System 
Capital Inqirovement Program contemplates appropriations of $510.8 miUion for Mettopohtan System facihties 
during the eight fiscal years ending June 30, 2006. The proceeds ofthe Series 1999A Bonds wiU be used to finance 
mqirovements to die Mettopohtan System See "WASTEWATER SYSTEM CAPITAL IMPROVEMENT 
PROGRAM." Based ipon the outoome ofthe City's efibrts to obtam certain legislative amendments to OPRA, this 
amount may mcrease by as much as $366 miUion. See "ACTIONS UNDER THE CLEAN WATER AC^" ~ Rehef 
From Secondary Treatment Requirements." 

The Metropohtan System's infrastmcture currentiy consists of two wastewater treatment plants, two ocean 
outfalls, a biosohds center, two punq> stations and force mains and gravity flow interceptors. A brief description of 
the current facilities and their primaty flmctions is provided below. 

Point Loma Wastewater Treatment Plant The Pomt Loma Wastewater Treatment Plant (the "Point 
Loma Planr) is the principal treattnent facihty m the Mettopohtan System, with a permitted tteatment capacity of 
240 mgd average daily flow. The Pomt Loma Phmt cuirentiy provides advanced primaty treatment of sewage m 
accordance witfa a waiver fixim the secondaty treatment standards of die Clean Water Act which the City received in 
1995 and which e^qiires in November 2000. 

The Point Loma Plant began operation in 1963. The site is part of the Fort Rosecrans mihtaty reservation 
and was acquired by die City from the U.S. Department of the Interior, Bureau of Land Management From 1963 to 
1985, the Point Loma P l ^ t fimctioned as a primaty treatment plant; gravity separation was used to reduce 
suspended sohds levels by 60% prior to ocean dischaige. In 1985, die Point Loma Plant was equipped to use 
chemical coagulants to achieve 75% suspended sohds removal. In 1997, the Pomt Loma Plant achieved suspended 
sohds removal rates in die 82-85% range dirough the use of enhanced chemical treatment 

The wastewater treatment process cunentiy en^loyed at the Point Loma Plant consists of advanced 
primaty treatment and includes mechanical screening by which raw wastewater flows into the Point Loma Plant 
through five 15 millimeter mesh, mechanicaUy self-cleaning traveling screens, and die addition of chemical 
coagulants to enhance settling to achieve at least 80% removal of suspended sohds, sedimentation, and sludge 
digestion. A digester gas utilization &cihty is also a part of die Point Loma Plant Dewatering and disposal of 
sludge are provided at die Metropohtan Biosohds Center (described below). 

Several capital improvement projects have been completed at the Pomt Loma Plant to rehabihtate, modify 
and expand various conqxments, and additional capital inqirovements are planned, hi August 1994, a capital 
inq>rovements master plan for die Point Loma Plant was approved that resulted in the build out of the facihty to its 
cuirent maximum hydrauhc edacity of 240 mgd. Recentiy coiiq>leted capital inqirovements include construction of 
two new sedimentation basins for a total of twelve basins, constmction of a new effluent channel to aU of the 
sedimentation basins, repair and modernization of two of the six digesteis and two additional digesters. Ongoing 
capital inqnovements to the Point Loma Plant are mcluded in the Wastewater System Capital Improvement Program 
described herem. See "WASTEWATER SYSTEM CAPITAL IMPROVEMENT PROGRAM." 

North City Water Reclamation Plant. The North City Water Reclamation Plant (the "North City Plant") 
is a sewage tteatinent facihty providing up to tertiaty tteatment which commenced operations in September 1997 at 
its location adjacent to Interstate 805 and Miramar Road in the northwestern quadrant of die City. The North City 
Plant receives efiluent dirough die recentiy conqileted Nordi City Tunnel Connector. The Nordi City Plant process 
includes screening, grit removal, settling, flow equalization, activated sludge processing, tertiaty filtration and 
effluent disinfection. Support &cilities include an administration building, operation and maintenance buflding and 
chemical buildmg. The North City Plant has a pennitted capacity of 30 mgd average daily flow and is producmg 3.3 
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mgd of reclaimed water each day. Ihe reclaimed water is distributed to users through a reclaimed water distribution 
tystem operated by die City's Water Department Revenues from the sale of reclaimed water wiU be transferred to 
the City's Water Department for deposit in the Water Fund and used to pay for die cost of die reclaimed water 
distribution system and dien operations and maintenance costs for die distribution systenL Any revenues in excess 
of diese amounts wiU be retumed to the MWWD for Mettopohtan System costs. 

Point Loma Plant Ocean OutfaU. The Point Loma Plant Ocean OutfaU was constmcted in 1963 to 
provide a mediod for disposal of aU Point Loma Plant effluent The original capacity ofthe 11,316-foot long, 108-
inch diameter outfaU has been estimated at 390 mgd under the original design configuration. The City commenced 
constmction in 1992 of a 12,500-foot extension of the original outfaU (die "Point Loma Plant Ocean OutfaU 
Extension"). The Point Loma Plant Ocean OutfaU Extension was completed in November 1993 resulting in a 4.5-
mile long outfaU discharging tteated sewage effluent at a depth of 320 feet of water. It is one ofthe longest, deepest 
ocean outfalls in the Unitod States. In Januaty 1998, additional ballasting ofthe original section ofthe outfaU was 
completed to provide additional stabihty on the seabed. 

South Bay Ocean Outfall. The South Bay Ocean OutfaU, an outfaU running seaward from die Tijuana 
River VaUey, was constructed under the auspices of the International Boundaty and Water Comniission (the 
"IBWC") and the City, and conq>leted in December 1998. The City was constmction manager on die project and 
has a 39.9% ownership interest in the out&U or approximately 133 mgd of die peak flow capacity of 333 mgd. The 
3.5-nule long outfaU is now handling flows from Tijuana, Mexico processed through the IBWC's primaty tteatment 
facihty in the Tijuana River VaUey. The outfaU wiU eventuaUy accept flows fiom the Mettopohtan Sj^tem's South 
Bay Water Reclamation Plant and the Soudi Bay Wastewater Treatment Plant For more information, see 
"WASTEWATER SYSTEM FINANCIAL OPERATIONS - Operations and Mamtenance Expenses for Tijuana 
Effluent" 

Metropolitan Biosolids Center. The Metropohtan BiosoUds Center commenced operations in April 1998 
on a leased site within the Miramar Marine Corps Air Station located off Highway 52 in the nordi central portion of 
the City. The facihty is conqx>sed of anaerobic digesters, storage tanks, screening and degritting polymer injectors, 
eight dewatering centiifiiges, five thickening centrifuges, a state of die art odor control facihty, chemical building, 
operations and maintenance biulding and a privately operated cogeneration facihty serving the energy needs of both 
the Mettopohtan Biosohds Center and die Nordi City Plant The facihty digests sludge firom the Nordi City Plant 
that is received durough the North City Raw Sludge Pq>eline. The facility mechanicaUy dewaters die Nordi City 
Plant digested sludge and sludge digested at die Point Loma Plant and punq)ed to the facility through a 17-mile long 
digested sludge pipeliae. Coinpletion ofthe Mettopohtan Biosohds Center aUowed the City to close its mechanical 
dewatering and air sludge drying facihty on Fiesta Island located in Mission Bay, thereby bringing the City into 
conqihance with die California Coastal Commission's direction and returning 106 acres for recreational use. A 
Coastal Commission assessment of $1.5 miUion per year also ended in April 1998 after completion of this facihty. 

The site ofthe Mettopohtan Biosohds Center is leased from die United States Navy under a 50-year lease 
(1995-2045). The lease permits the Navy to teiminate the lease during its term without the payment of any 
compensation to the City without cause only in the event of a national or mihtaty emergency or with cause if the 
City were to faU to cure any breaches within 30 days notice from the Navy. If the lease were terminated during its 
term by the Navy, the City would be obUged to vacate the site and relocate diis facihty elsewhere. The existence of 
this facihty is an essential part ofthe waiver from secondaty tteatment requirements received by die City described 
under die cjption "ACTIONS UNDER THE CLEAN WATER ACT - Rehef From Secondaty Treattnent 
Requirements." 

A for-profit enterprise operates a cogeneration facihty at the Mettopohtan Biosohds Center. Under the 
agreement widi die cogeneration operator, the City bears the risk of loss of die value of these facihties of the 
cogeneration operator should die City's lease widi the Navy be teiminated. At the option of the City, die value of 
the facihties is calculated as either a "stipulated purchase price" or as the "fair maiket value" of die fecihties, as each 
of these terms are defined in the agreement widi die for-profit operator. The maTcimiiTTi amount of closure to the 
City for fhe loss ofthese facihties is $28 milhon, but such a loss would only arise upon the occmrence of a default 
by die City or a national or mihtaty emergency sufficient to cause the Navy to terminate the lease. 

The MWWD has considered a number of alternatives for the disposal of biosohds. At this time, the most 
cost effective altemative is landfiU disposal. The MWWD wiU continue to periodicaUy evaluate the economics of 
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odier beneficial alternatives such as conqiosting, direct land apphcation, and a for-profit enterprise to produce 
agricultural fertilizer peUets. 

Pump Stations. The two pimqi stations began operation in 1963. The piiitq>ing facihties are in good 
condition, and aU stmctures, including wet wells, are expected to last at least another 25 years. No major 
modifications or inqirovements are anticipated except for instaUation of additional new punqis and motors and 
overhauls of existing punqis and motors, as needed. 

Interceptors. The Mettopohtan System interceptors consist of two major branches, the Soudi Branch and 
die North Branch, which meet at Punq> Station No. 2. Interceptor capacities are normaUy adequate for current peak 
flow, but in the near fiiture some interceptor sections may be subject to peak flows that exceed design capacities. 
The first two phases of inqirovements to die interceptors were coinpleted in May 1998. Under die Wastewater 
System Capitsd Inqirovement Program, it is contenq)lated that appropriations of $29.1 miUion wiU be made for 
interceptors during the eight fiscal years ending June 30, 2006 to address diese fiitime capacity needs. See 
"WASTEWATER SYSTEM CAPITAL IMPROVEMENT PROGRAM ~ Capital hnprovement Projects ~ 
Mettopohtan System ~ Major Interceptors (North and South)" for a description ofthe proposed inqirovements to the 
interceptors. 

Additional Contractual Capacity Through the Escondido Wastewater Treatment Plant 

In addition to the Metropohtan System facihties described above, the City in 1972 entered mto a sewage 
disposal agreement witfa the City of Escondido, whereby up to 5 mgd of sewage emanating from die Rancho 
Bernardo sewer service area of die City, may be tteated at Escondido's Hale Avenue tteatment plant Ihis 
agreement runs for 50 yeais (1972-2022), and at die City's option may be extended for an unlimited number often 
year periods. The Escondido Wastewater Treatment Plant is not owned by die City and is not part of the 
Metropohtan System. 
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Historical Wastewater System Flow 

Table 2 below shows total annual system flow through the Point Loma Plant and the Escondido 
Wastewater Treatment Plant 

Table 2 
TOTAL ANNUAL WASTEWATER SYSTEM FLOW IN MILLION GALLONS 

Fiscal 
Year Ended 

June 30 
1965 

1970 

1975 

1980 

1985 

1990 

1991 

1992 

1993 

1994 

1995 

1996 

1997 

1998 

City Flow 
throngfa 

Point Loma 
Plant 
16,440 

19,950 

26,125 

36,708 

39397 

48,628 

45,602 

46,030 

48,680 

45,043 

46,802 

46,848 

47,326 

50,619 

Participating 
Agency Flow 

through 
Pouit Loma 

Plant 
6,703 

9,658 

13,269 

17,572 

20,246 

20,836 

19,218 

18,115 

20,092 

19,111 

19,724 

19,115 

20,048 

21,109 

City Flow 
through 

Escondido 
Plant 

420 

709 

562 

944 

1,218 

1.405 

U65 

1,177 

U18 

uio 
1,321 

1,325 

1,252 

1,509 

Total 
Svstem Flow 

23463 

30,317 

39,956 

55,224 

60,861 

70,869 

66,185 

65,322 

70,090 

65.464 

67,847 

67,288 

68,626 

73,237 

Average 
MGD 

For The 
Year 
65 

83 

109 

151 

167 

194 

181 

179 

192 

179 

186 

184 

188 

201 

For the fiscal year ended June 30, 1998, the Mettopohtan System (197 mgd) and the Escondido Plant (4 mgd) on a 
daily basis tteated and disposed of more than 201 miUion gallons of sewage per day generated by approximately 1.9 
miUion residents and businesses within die Mettopohtan System service area and the Rancho Bernardo service area. 

The Participating Agencies and the Regional Wastewater Disposal Agreement 

The Metropohtan System provides "wholesale" tteatment services, including some sewage transportation, 
treattnent and disposal operations to the cities of Chula Vista, Coronado, Del Mar, El Cajon, baperiai Beach, 
La Mesa, Lemon CSrove, National City and Poway, and the Winter Gardens Sewer Mamtenance District, the 
Lakeside Alpine Sanitation District, the Spring VaUey Sanitation District, the Otay Water District and die Padre 
Dam Municqial Water District (coUectively, die 'Tarticq>ating Agencies") pursuant to fhe Regional Wastewater 
Disposal Agreement, efifective June 24, 1998 (die "Regional Wastewater Disposal Agreement"). The Regional 
Wastewater Disposal Agreement replaces separate sewage disposal agreements between the City and each of tfae 
Participating Agencies diat were entered into as early as 1960. Tfae execution of die Regional Wastewater Disposal 
Agreement ended a dispute between die City and certain of the Participating Agencies and resulted in die City 
recognizing die release to fhe Sewer Revenue Fund in 1997 of $26,718,415 for payments paid by die Particqiating 
Agencies under protest in fiscal years 1995 and 1996. 

The Participating Agencies and die City are responsible for the "retail" coUection operations within tfaeir 
respective jurisdictions. The Participating Agencies also transport coUected sewage through large trunk hnes to tfae 
Mettopohtan System. The coUection systems and many of die transport trunk lines are owned by the individual 
Participating Agencies. 
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Key provisions ofthe Regional Wastewater Disposal Agreement include: 

Term of Regional Wastewater Disposal Agreement. The Regional Wastewater Disposal Agreement 
expires on December 31, 2050. On or before December 31, 2040, the parties shaU begip discussions on an 
agreement to provide wastewater tteatment services beyond the year 2050. 

Ownership and Operation ofthe MetropoUtan System. The City has fiiU ownership ofthe Mettopohtan 
System, including aU additions to tfae Metropohtan System and facihties constmcted pursuant to the Regional 
Wastewater Disposal Agreement The City, in consultation with the Metto Commission described below, has die 
right to make all decisions with respect to the planmng, design, constmction, operation and maintenance of die 
Mettopohtan System. 

System of Charges. The Participating Agencies agree to pay die City a Sewer Sjrstem Charge, Existing 
Capacity Charge and New Contract Capacity Charge. The Sewer System C3iaige is an annual calculation, biUed 
quarterly and based on flow and strength coming into the MetropoUtan System. The Existing Capacity Charge is an 
aimual assessment dmougfa Febmaty 1, 2003 based on tfae amount of previously contracted capacity. Tfae New 
Contract Capacity Charge is an amount agreed to be paid by any Participating Agency for tfae right to dischaige any 
new or additional capacity into the MetropoUtan System beyond its existing aUotted capacity. 

Payment for Metropolitan System Facilities. AU parties agree to proportionate payment based on flow 
and strength for aU facihties, including water reclamation faciUties (but excluding any water reclamation distribution 
pipelines), necessaty to expand the Wastewater System as specified in the Regional Wastewater Disposal 
Agreement Tfae facihties listed in tfae Regional Wastewater Disposal Agreement include aU faciUties required to 
conq)ly witii die Qean Water Act and OPRA. See "ACTIONS UNDER THE CLEAN WATER ACT." 

Maintenance and Operations Costs. AU parties agree to proportionate payment of operation and 
maintenance costs of aU Mettopohtan Sj^tem facihties based on tfaeir proportionate flow in the Mettopohtan System 
and the strength of dieir wastewater. 

Limitation on Types and Condition of Wastewater. Each Participating Agency wiU conq)ly with aU 
qqjUcable laws, rules and regulations including its regulatoty obhgations associated with the discharge of 
wastewater into its respective system and from such system into tfae MettopoUtan System. Enforcement 
responsibihties, however, are not specified. Tfae Regional Wastewater Disposal Agreement does not affect tfae 
vaUdity of tiie existing interjurisdictional pretreatment agreements (dealing widi responsibihty for regulating 
industrial waste) or tfae separate transportation agreements (deaUng widi charges for conveyance of wastewater from 
Participating Agency coUection tystems to the MettopoUtan System through City owned trunk lines). 

Right of First Refusal For Sale of Metropolitan System. The City shaU not seU or agree to seU die 
MettopoUtan System witfaout first offering it to tfae Participating Agencies (including a Participating Agency, a 
group of Participating Agencies or a third party representing one or more Participating Agencies). If tfae City 
transfers ownership of tfae MetropoUtan System, tfae City's successor shaU be bound by the terms of the Regional 
Wastewater Disposal Agreement See "SECURITY FOR THE SERIES 1999 BONDS - Possible Transfer of 
Ownership of Metropohtan System." 

Metro Commission. Tfae Metto Commission consists of one representative from each Particqiating 
Agency and is created to advise die City on matters affecting the Wastewater System. Althougfa die Metro 
Commission may make recommendations to die City, tfae City retains ownersfaq) and decision-making autfaority over 
aU elements ofthe MettopoUtan System. 

Dispute Resolution. Disputes between die City and any Particqiating Agency arc subject to mediation and 
arbitration; however, aU payments must be maintained witfaout inteimption. 

Reclamation of Water. Tfae Regional Wastewater Disposal Agreement also provides diat revenue from 
tfae sale of reclaimed water from fhe Nordi City Plant wiU be transferred to tfae City's Water Department for deposit 
in die Water Fund and used to pay for die cost of tfae reclaimed water distribution system and tfaen operation and 
maintenance for die distribution system. Any revenues in excess of diese amounts wiU be retumed to tfae MWWD 
for Mettopohtan System costs. Except for die foregoing, aU compensation from tfae sale of Mettopohtan System 
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byproducts, including reclauned water, are Mettopohtan System revenues and are used to offset operation and 
maintenance costs. 

For the fiscal year ended June 30, 1998, out ofa total average daily sewage flow of 196.52 milhon gaUons, 
die total City flow througfa the MettopoUtan System was 138.68 milUon gaUons, or 70.57% ofthe total flow. This 
overaU proportion ofthe flow from the City and from the Participating Agencies is expected to continue. 

The Participating Agencies in tfae Mettopohtan System are listed in the foUowing table, together widi tfae 
estimated population, present capacity rigfats (in mgd), and tfae percentage of total capacity represented by die 
capacity rigfats. The communities and agencies served by tfae Wastewater System form tfae second largest integrated 
mettopohtan area in tfae State of Caiifomia surpassed only by tfae Los Angeles mettopohtan area. 

Tables 
METROPOLITAN SYSTEM 

CITY AND PARTICIPATING AGENCIES FLOW AND CAPACITY RIGHTS 
Fiscal Year Ended June 30,1998 

Particroatine Agencies 

City of Chula Vista<̂ > 
CiO'of Coronado 
City of Del Mar 
CityofElCajcm 
City of Imperial Beach 
City of La Mesa 
City of Lemon Grove 
City of National City 
City of Poway 
Lalceside Alpine Sanitation District^' 
Otay Water District 
Padre Dam Municipal Water District 
Spring Valley Sanitation District 
Winter Gardens Sewer Maintenance 

Disnict 

SUBTOTAL 

City of San Diego 

TOTAL: 

(1) .Snnrce: Paiticqating Agencies a 

Population'" 

153,400 
29300 

5300 
93,400 
28350 
57300 
25300 
54.900 
46.150 
31,994 
28,000 

127,903 
74314 

9346 

765,057 

1302300 

Cqiacity 
Rights 

(mnitvl) 

19.843 
3.078 
0.821 

10360 
3391 
6.464 
2.873 
7.141 
5.130 
4386 
1331 
6382 

10.978 

1341 

83.619 

156381 

1,967357 240.000 

nd Cahfomia Depaitment of Fmance. 
(2) includes Montgoineiy Sanitation DistncL 
(3) A single meter serves die sanitation districts of Lakeside and A^rine. 

%of 
Total 

C^anacitv 

8368% 
1.283 
0.342 
4375 
1.496 
2.693 
1.197 
2.975 
2.138 
1.911 
0313 
2.659 
4374 

0317 

34.841 

65.159 

100.000% 

(4) Average ibr fiscal year. Not acSnsted for flows between individual Paiticq>ating Agencies. 

Flow 

(mRdf 

9.74 
236 
0.68 
8.47 
2.12 
531 
1.79 
3.62 
4.18 
330 
037 
4.10 

10.38 

1.01 

57.83 

138.69 

19632<« 

%of 
Total 
Flow 

4.96% 
1.30 
035 
431 
1.08 
2.70 
0.91 
1.84 
2.13 
1.78 
0.19 
2.09 
538 

031 

29.43 

70.57 

100.00% 

(Si Total flow in Table 3 (196.52 mgd) difiias fiom Table 2 (201 mgd) because Table 2 includes 4 mgd atOty flow duougb die Escondido Wastewater 
Tieadnent Plant 

As tfae foregoing table iUustrates, die Participating Agencies are currentiy not utilizing aU of tfaeir capacity rigfats for 
sewage treatment and disposal. 
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WASTEWATER SYSTEM REGULATORY REQUIREMENTS 

General 

Tfae Wastewater System is subject to regulations imposed by the Clean Water Act The regulatoty 
requirements are administered by the United States Environmental Protection Agency (the "EPA"), the California 
State Water Resources Conttol Board (the "State Board") and tfae San Diego Regional Water (Quahty Conttol Board 
(Ihe "Regional Board"). Regulations of diese agencies deal primarily witfa the quahty of effluent whicfa may be 
discliarged from tfae Wastewater System, the disposal of sludge generated by the Wastewater System, the discharge 
of poUutants into groundwater, and tfae nature of waste material (particularly industrial waste) discharged mto tfae 
coUection tystem. Tfae Point Loma Plant fimctions as an advanced primaty tteatment plant and tfae North City Plant 
fimctions as a tertiaty tteatment plant under the Clean Water Act 

On November 9, 1995, tfae City received fiom tfae EPA a five-year waiver of the secondaty tteatment 
requirements for the Pomt Loma Plant based on die successfiil iiiq)leinentation of certain requirements contamed in 
OPRA. See "ACTIONS UNDER THE CLEAN WATER ACT ~ ReUef From Secondaty Treattnent Requirements" 
for infomiation regarding die extension of tfae, waiver and tfae possible legislative amendments to OPRA. Tfae 
waiver aUowed tfae City to obtain a modified NPDES permit The City must operate the Wastewater System 
according to die discharge limitations set fortfa in its NPDES permit in order to conqily witfa federaUy mandated 
effluent quaUty and disposal criteria. Tfae NPDES pemiit and the waiver both e^ire on November 9,2000 and tfae 
City wiU need to apply for successive five-year extensions in order to continue to be exenqit from tfae secondaty 
treatment standards of tfae Clear Water Act 

To coiiq>ly witfa odier federal regulations conceming the discfaa^e of waste materials into tfae Wastewater 
System, tfae City must administer and enforce industrial pretreattnent limitation standards upon industrial users of 
tfae Wastewater System. Tfae City lias had an industrial waste program in effect since fhe early 1970s. The City's 
industrial waste ordinance sets forth water quahty standards tfaat industrial users must meet and provides 
enforcement procedures for violators. The Industrial Waste Division of tfae MWWD is cuirentiy responsible for 
monitoring an average of 1,000 permitted industries located in tfae MettopoUtan System service area. In addition, 
eacfa Participating Agency is required to permit and monitor aU industries witfain its respective service area. WfaUe 
each Particq>ating Agency as a condition of tfae Regional Wastewater Disposal Agreement is required to comply 
widi quaUty standards set by die Qty, the City, at die urging of tfae EPA has required separate pretteatment 
agreements with eacfa Participating Agency to ensure industrial pretreatment requirements are met AU Participating 
Agencies faave entered into sucfa prettreattnent agreements. 

As a condition of having received federal EPA grant fimds under fhe Qean Water Act for the planning and 
constmction of various inqnovements to the Wastewater System, tfae City is subject to additional regulatoty 
requirements. For exanqile, a federal EPA grant of qqiroximately $76 miUion tfaat die City received and used for 
the construction of the Nordi City Plant provides tfaat tfae City sfaaU attenqit to meet tfae goal of beneficial reuse of 
25% of die flows tteated at tfae Nortfa City Plant by December 31,2003 and 50% by December 31,2010. Tfae goal 
of 25% beneficial reuse by 2003 can be acfaieved by tfae existing reclaimed water distribution system diat is owned 
and operated by die City's Water Depaitment Tfae Qty is currentiy evaluating the various alternatives for 
conq>liance widi tfae goal of 50% beneficial reuse by 2010. If tfae City were found by tfae EPA to faave not met die 
conditions of diis grant or any odier fedraal EPA grants, die City could be required to retum die grant moneys to tfae 
EPA. 

Among odier grant-related requirements are guidelines whicfa must be foUowed conceming planning 
methodologies, design criteria, constmction activities, and tfae operation, maintenance and financing of facihties. As 
another condition of its past receipt of federal grants, the State Board, as tfae delegate of the EPA must approve die 
sewer service charge structures of tfae City and tfae Participating Agencies. Such service charge stmctures require 
tfae recovety of annual operations, maintenance and replacement costs from users of die system in a proportionate 
manner according to the customer's level of use. Sucfa factors as volume, infiltration/inflow, dehvety flow rate, and 
strengtfa of sewage are to be considered for determining proportionate use. Sewer service charge rates for aU retail 
users are reviewed annuaUy and established at a level necessaty to generate sufficient revenues to recover the aimual 
operations, maintenance and replacement costs. Sewer service charge rates for users are established to recognize tfae 
volume and sttengdi cfaaracteristics of wastewater contributed to tfae Wastewater System. The City's rate stmcture 
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has been reviewed by the State Board and no grant fimds or costs under grant fimded programs have been 
disaUowed based on the nature ofthe rate stmctures. 

In addition to federal requirements, the City must also conqily with water quahty based effluent State 
requirements, otherwise known as the State Ocean Plan. Another State law concerned with conttol of water quahty 
is the Porter-Cologne Water (Juahty Conttol Act of 1969, as amended. The Porter-Cologne Act directiy adiresses 
the problem of water reclamation and reuse. A declared pohcy of tfae law is diat the people ofthe State of California 
faave a primaty interest in tfae development of facihties to reclaim wastewater to supplement existing surface and 
underground water supphes in order to meet their water requirements. The legislative intent was to undertake aU 
possible development of water reclamation facihties to make reclaimed water avaUable for use. Tfae law requires 
die State Department of Healtfa Services to establisfa statewide reclamation criteria for eacfa type of use wfaere such 
use involves pubUc health The City's proposed water reclamation projects are subject to the Porter-Cologne Act 
and are being designed in consultation with State officials to conqily with its requirements. 

The City beheves diat it is in conq>liance with aU federal and state laws relating to the Wastewater System. 

Certain CompUance Actions and Other Litigation 

On Febmaty 8,1996, the Regional Board accepted a proposal offered by the City to resolve aU outstanding 
enforcement and liabihty issues relating to aUeged sewer overflows involving tfae Wastewater System and 
inadequate reporting ofsuch events. Widiout admitting any UabiUty for pending issues related to sewer overflows 
and reportmg, the City agreed to a cash payment of $350,000 and approximately one miUion dollars total in 
environmental credit projects extending over five years, from 1996 to 2001. This settiement resulted m a fiiU 
satisfaction of aU issues between tfae City and the Regional Board tfarough the date of settiement To date, aU 
requirements of tfae settiement faave been met and tfaere are no pending conqilaints involving tfae Qty before tfae 
Regional BoarcL 

The City is not presendy mvolved in nor has received notice of any claim pertaining to regulation reUef 

ACTIONS UNDER THE CLEAN WATER ACT 

General 

In 1972, Congress enacted, the Qean Water Act, which among other things, directs the EPA to monitor and 
to regulate die discharge of poUution into navigable water ways and to enforce die requirement diat aU wastewater 
tteatment plants in tfae nation provide fiiU secondaty treatment for sewage. In 1977, Congress amended the Qean 
Water Act to aUow waivers of secondaty treatment standards for certain ocean discharges. In Septeniber 1979, the 
City submitted an apphcation to die EPA for a waiver from the secondaty treatment standards based iq>on the EPA's 
proposed waiver regulations. Tfae EPA tentatively ^proved die City's waiver apphcation in Sqitember 1981. A 
revised waiver ^>pUcation incorporating updated flow projections was submitted to the EPA in Novembei 1983. 
However, in September 1986, tfae EPA reversed its tentative approval of die City's 1979 waiver qq>hcation and 
tentatively denied the City's 1979 and 1983 spphcations. In February 1987, the City Coundl decided to discontinue 
its efforts to obtain a waiver. However, see "Rehef From Secondaty Treatment Requirements" below for 
information regarding the waiver fiom secondaty tteatment standards of Ifae Qean Water Act wfaicfa tfae City 
received in 1995 and which e^qnres in Novemba: 2000. 

Litigation and Final Order 

In July 1988, the United States of America, acting tfarough the Department of Justice and the EPA and the 
State of California filed suit against tfae City in U.S. District Court for aUeged violations of the Clean Water Act, its 
NPDES permit, sewer overflows, and aUeged irregularities in tfae City's pretreatment program that regulates 
industrial waste. The plaintiffs sought injunctive rehef and monetaiy damages for aUeged effluent limit violations, 
faUure to meet secondaty tteatment standards, past sewer spills, and pretreattnent violations. The lawsuit was 
divided into a penalty proceeding and a remedies proceeding. 
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Penalty Proceeding. In tfae penalty proceeding, tfae District Court found tfae City in violation ofthe Clean 
Water Act as a result of deficiencies in its pretteatment program (conttol of mdustrial users), frequent spills from the 
coUection system, and the absence of secondaty tteatment In June 1991, die District Court inqiosed a penalty of 
$3,000,000; $500,000 was payable to die U.S. Treasuty on entty of judgment, with the remammg $2,500,000 to be 
satisfied by means of an optional credit project The City has fiiUy satisfied these penalties. 

Remedies Proceeding. Beginning m 1988, m order to setde the remedies aspect of the case, the City 
commenced the design of a plan to modify and enlarge the MettopoUtan System to coiiq>ly with the secondaty 
treattnent requirements of the Clean Water Act. The City also began discussions widi the United States and the 
State of CaUfomia to negotiate a Partial Consent Decree (the "Ckinsent Decree"), which would resolve the City's 
obhgations under the Clean Water Act to treat its effluent to secondaty tteatment standards. In October 1989, a 
program for fiiU upgrade to secondaty tteatment was approved by the City. This proposal was caUed "Altemative 
IVa." 

On Januaty 30,1990, the San Diego City CouncU approved the Consent Decree to accoiiq)lish the upgrade. 
The Consent Decree required constmction of secondaty treattnent facihties (six water redamation plants, one new 
secondaty tteatinent plant and ipgrade of die Point Loma Plant to secondaty tteatment capabihty), ipgrade of the 
City's pretreatment of industrial waste program, spiU reduction measures, and miscellaneous additional capital 
inqirovements. Tfae costs of ffaese inqirovemenfs were estimated in 1992 to be qqiroximately $2.4 biUion. Tfae 
Consent Decree also required some inqirovements affecting only the Municipal System. 

Subsequendy, tfarougfa a series of actions taken by the City and by the District Court, a different proposal, 
known as die "Consumers' Altemative," was approved and replaced Alternative IVa. First, die City sought and 
obtained a waiver fixim secondaty tteatment requirements of die Qean Water Act See "Rehef From Secondaty 
Treatment Requirements" below. Second, under the Clonsumers' Altemative, die City proposed that there be 
permitted a modified and reduced wastewater tteatment to eliminate five of six water reclamation plants 
contenq>lated by Altemative IVa and to preserve die Point Loma Plant at its existing level of advanced primaty 
treatment hi September 1996, tfae City, tfae EPA and tfae Sierra Club, as intervenor, presented a Final Order to die 
District Court diat resolved aU remaining claims of tfae United States against tfae City for aUeged violations of 
sewage overflow of tfae Qean Water Act and constituted a fiiU and conq>lete settiement of aU outstanding clauns for 
rehef. 

hi die Final Order, in addition to tfae capital inqirovements previously agreed to and under design or 
constmction, die City also agreed to: (i) provide a concrete sewer main replacement or refaabihtation program of at 
least 60 nules of concrete pipe by June 30, 2000; (u) prepare a plan by March 30, 1998 for rehabihtation or 
replacement ofthe remaining concrete pipe (conq>leted and submitted); (in) prepare a sewer pvanp station and force 
main audit by June 30,1997 (completed and submitted); (iv) expand its residential grease control education program 
by December 31,1997 (conqileted and submitted); (v) mqjrove infonnation management on the coUection system 
by June 30, 2000; and (vi) increase its root infaibitor allocation for 1997 and 1998 to $300,(X)0 per year (increased 
and inqilemented). Of fhe projects described in Table 4, approximately $244 milhon or 27% of tfae capital 
mq>rovement projects are required by tfae Fmal Order. See "WASTEWATER SYSTEM CAPITAL 
IMPROVEMENT PROGRAM." As of June 30, 1998, $873.6 miUion have been spent on die constmction of die 
capital inqirovement projects required by the Final Order. 

The Fmal Order was executed by aU parties and filed with tfae U.S. District Court Tfae U-S. District Court 
approved and entered tfae Final Order on June 6,1997. Since its entty, die City has coiiq>Ued witfa aU due dates for 
submission of reports and milestones provided for capital inqn-ovements. As entered, the Final Order is a court-
supervised requirement to conqilete die wastewater upgrades listed therein. Tfae Final Order did not require 
payment of any monetaty damages. Tfae Final Order contemplates supervision tfarougfa June 30,2003, at whicfa time 
it may be teiminated upon a sfaowmg of coiiq>letion of aU requirements. 

FinaUy, intervenor Sierra Qub petitioned for attorney fees for tfaeir eigfat year involvement and was 
awarded $791,306 to be legaUy apportioned 75% tfae responsibihty of die City and 25% the responsibihty ofthe 
Federal Government AU parties have filed notices of appeal 
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ReUef From Secondary Treatment Requirements 

As described above under "General," after eight years of efforts to obtain from the EPA a waiver from the 
secondaty tteatment standards contained in the Clean Water Act, the City discontinued its efforts to obtain a waiver 
in 1987. However, on October 31, 1994, the Clean Water Act was amended by OPRA to specificaUy pennit the 
City to apply for a waiver of secondaty tteatment requirements from tfae EPA under certain conditions. These 
conditions require, among other things, ̂ t the City: 

(1) mplement a wastewater reclamation program tfaat would acfaieve a system capacity of 45 mgd of 
reclaimed wastewater per day by Januaty 1,2010; 

(2) remove not less dian 80% of total suspended sohds (on a monthly average) in the discharge of tfae 
Point Loma Plant; 

(3) remove not less tfaan 58% of tfae biological oxygen demand ("BOD") (on an aimual average) in the 
discharge of the Pomt Loma Plant; and 

(4) reduce the quantity of suspended sohds discharged by tfae City into tfae Pacific Ocean over the 
five-year period of die waiver. 

Subject to these conditions and others, the City filed an apphcation with the EPA for a waiver in April 
1995, and in August 1995, die EPA issued a tentative decision approving the waiver and a modified NPDES permit 
On Noveniber 9,1995, the EPA granted the City's request for a modified NPDES permit pursuant to a waiver. The 
NPDES permit and the waiver botfa wiU expire on November 9,2000 and tfae City wiU need to apply for successive 
five-year extensions in order to continue to be exenq>t from die secondaty tteatment standards of die Clean Water 
Act 

Tfae Wastewater System Capital Inq>rovement Program contains the facihties necessaty to acfaieve a system 
capadty of 45 mgd of reclaimed wastewater per day by Januaty 1,2010. In addition, in 1997, tfae Point Loma Plant 
achieved suspended sohds removal rates in fhe 82-85% range dmough tfae use of enfaanced cfaemical treatment 
Accordingly, tfae City is satisfying the first two conditions of OPRA described above. 

However, in connection widi qq>lying for tfae renewal of the waiver, tfae City wiU seek legislative 
amendments to reduce and clarify die third and fourth conditicms of OPRA described above. First, witfa respect to 
condition (3) above, die City wiU seek legislative amendment to reduce tfae requirement of 58% removal of BOD to 
30%, die level required of aU other waiver holders. Second, widi respect to condition (4) above, OPRA does not 
provide for die manner in whicfa tfae baseline of die quantity of suspended sohds is determined and therefore die 
reduction in sucfa amounts is open to interpretation. If die baseline for Ifais amount is tfae projected amount of 
suspended sohds contained in die Qty's 1995 waiver apphcation, the City wiU be able to sfaow a reduction of diese 
amounts at tfae end of die period of tfae waiver (Noveniber 9,2000). If, instead, the baseline is the actual amount of 
suspended soUds discharged in 1996 (the first year of die waiver), die City wiU most likely be able to show a 
reduction in 2(X)0 but probably not at die end of the next waiver period in 2005. As a result, tfae City wiU seek a 
second legislative amendment to OPRA to replace die requirement of continual reduction over tfae five-year waiver 
period witfa a specific maximum amoimt or cap. The City beheves tfaat it has substantial scientific evidence and 
precedents witfa otfaer waiver holders to siqq)ort both amendments. 

Tfae City is in the process of preparing the necessaty documents to qqily for an extension of its waivei and 
wiU seek legislative amendments to the requirements of OPRA as described above. The apphcation to renew the 
waiver must by law be submitted no later tfaan 180 days prior to the expiration of tfae waiver. Tfae City mtends to 
submit die aiqiUcation in November 1999 (one year prior to tfae expiration ofthe waiver) as if the amendments to 
OPRA wiU be obtained. There is, however, no assurance tfaat tfae EPA wiU grant additional waivers. Sfaould die 
City not obtam an extension of its waiver and be required at some fiiture date to upgrade the Wastewater System to 
provide secondaty tteatment discharge of wastewater, tfae cost to provide that service would be substantial. This 
requirement would reduce die capacity of the Point Loma Plant from 240 mgd to 180 mgd and tfae Wastewater 
System would be required to provide substantial additional edacity for tfae treatment of sewage. None of tfae costs 
for diese iq>grades are reflected in tfae projections contained under "FINANCIAL PROJECTIONS." 
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As described above, the current waiver is, and any renewal of tfae waiver would be, conditioned on tfae 
requirements of OPRA. The City wiU seek legislative amendments to OPRA as described above in order to reduce 
and clarify such requirements. The form of the legislation has not been finalized, and die legislation has not been 
inttoduced into Congress and tfaere is no assurance that either or both amendments wiU be inttoduced or if 
introduced, tfaat eitfaer amendment wiU be adopted. If tfae City is unable to obtain tfae legislative amendments to 
OPRA, tfae City plans to resubmit its appUcation for a waiver under tfae existing requirements of OPRA. If tfae EPA 
denies tfae City's appUcation for a waiver under die existing requirements of OPRA, the City beUeves diat the EPA 
would grant an administrative extension to die existing waiver while die appUcation for renewal of the waiver is 
reviewed at an administrative hearing and, if necessaty, in a court of law. 

If tfae City is unable to obtain the legislative amendments to OPRA, and if it is finaUy determinedby a court 
of law or otherwise that tfae City's appUcation for renewal ofthe waiver is denied, or in any event by no later than 
November 2001, die City wiU need to start constmction of tfae first phase of die South Bay Wastewater Treattnent 
Plant in order to conqilete its constmction by 2005 instead of by later than 2010 as contemplated by tfae Wastewater 
System Capital hnprovement Program, Table 4 and tfae financial projections contained in Table 14. See 
"WASTEWATER SYSTEM CAPITAL IMPROVEMENT PROGRAM - Capital hiqirovement Projects -
MettopoUtem System ~ Soudi Bay Wastewater Treattnent Plant" and 'TINANQAL PROIECTIONS." The 
Wastewater System Capital Inqirovement Program and the financial projections contained in Table 14 assume that 
tfae legislative amendments to OPRA wiU be obtained and accordingly include only $42.8 miUion of costs to be 
spent widiin tfae fiscal years ending June 30, 1999 and 2000. If the City is required to build the first phase of the 
South Bay Wastewater Treatment Plant and related faciUties within die period ending June 30,2006, approximately 
$366 milUon wiU be added to the Wastewater System Capital Inq)rovement Program for tfaat period and diese costs 
are not reflected m die projections contained under 'FINANCIAL PROJECTIONS." Furdier, die City beUeves diat 
it faas ̂ jproximately $83.4 miUion ofprojects in tfae Wastewater System Capital hnprovement Program tfaat it could 
defer beyond tfae period ending June 30,2006 in order to mitigate die financial effect ofbeing required to constmct 
tfae first pliase of Soutfa Bay Wastewater Treatment Plant by 2006. In addition, constmction of tfae second pfaase of 
tfae Soutfa Bay Wastewater Treatment Plant and related facihties would need to start with approximately 
$426 miUion to be spent during die period firom June 30,2007 tfarough June 30,2010. 

WASTEWATER SYSTEM CAPITAL IMPROVEMENT PROGRAM 

Background 

As described above under "ACTIONS UNDER THE CLEAN WATER ACT," m July 1988 die City was 
sued for aUeged violations of tfae Qean Water Act and certain otfaer matters and was later required to inqnove die 
Wastewater System. As a result, tfae City embariced on a major coital mqirovement program for its Wastewater 
System in 1993. As of tfae date of diis Official Statement, a number of major projects faave been conqileted. Foi a 
descrq)tion of die conqileted projects, see APPENDIX H - 'T)ESCRIPTION OF COMPLETED PROJECTS." 

Currendy, die Wastewater System Capital Inqnovement Program contains projects to upgrade tfae 
Municq)al System and MetropoUtan System. Certain ofthese projects have been added to the Wastewater System 
Capital Inqirovement Program since 1997. AU of tfae Metropolitan System projects and the budgeting for die 
Municipal System projects are managed by tfae MWWD. The predesign, design, project cost estimating and 
constmction management processes for the Munidpal System projects, as weU as other City-wide capital 
inqirovement projects, are managed by die Engineering and Capilal Projects Department ofthe City. Table 4 shows 
tfae current contemplated projects for wfaicfa expenditures wiU be made during die period July 1, 1998 dirougfa June 
30,2006. 

See "FINANCIAL PROJECTIONS" for information on the City Council's recent direction to MWWD 
staff to form a citizen's review committee to woik witfa tfae MWWD witfa a view to reducing sewer rates below 
tfaose rate increases contained in the financial projections contained in Table 14 of 10% in March 2002 and 9% in 
March 2003. Moreover, see "ACTIONS UNDER THE CLEAN WATER ACT r- Rehef From Secondaty Treattnent 
Requirements" for fhe possible deferral of projects contained m the Wastewater System Capital Inqnrovement 
Program. Wfaile tfae objective of reducing tfae magnitude of tfae rate increases projected for Marcfa 2002 and 2003 
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may be met througfa a combination of operational efficiencies, greater utilization of projected cash balances and 
commitment of rate stabilization reserves, it is possible that certain capital inq)rovements contained in the 
Wastewater System Capital Improvement Program wiU be defened until later years to accomplish that goal. 

Table 4 
EXPECTED WASTEWATER SYSTEM CAPFTAL IMPROVEMENT PROGRAM APPROPRIATIONS 

(July 1,1998 through June 30,2006) 

Estimated Amounts^'' 
Expected Projects (In MiUions) 

MetropoUtan System Projects 
Pomt Loma Plant Upgrade $ 110.6 
South Bay Sewer Conveyance System 113.3 
Soudi Bay Water Reclamation Plant 89.2 
Soudi Bay Wastewater Treatment Plant 26.3 
Major Interceptors (North & Soutii) 29.1 
Mission VaUey Water Reclamation Plant 16.2 
Centtrate Treatinent FacUity 12.1 
Environmental Monitoring & Technical Services Lab 9.4 
Other Mettopohtan System Projects 104.6 

Subtotal Metropohtan System Projects 510.8 

Municipal System Projects 
Annual AUocations $293.1 
Brine Management Program 48.1 
Trunk and hiterceptor Sewer Projects 47.4 
Odier Municipal System Projects 20.4 

Subtotal of Municipal System Projects 409.0 

TOTAL $919.8 

(1) Reflects amounts expected to be appropriated during the period indicated without regard to the thning of e^qienditure of such amounts. 
See Table 5 for the timmg of expenditures. 

Capital Improvement Projects 

1. MetropoUtan System 

Point Loma Plant Upgrade. The Point Loma Plant iqigrade commenced in 1990, is 56% complete and is 
expected to be coiiq)lete in the year 2001. Ongoing coital inq>rovements inchide iq>grade and e^qiansion of die 
digester facihty, upgrade to die chemical feed system and inqirovements to die headworks, odor conttol and grit 
removal systems conq}leted in two stages over tfae time period sfaown in Table 4. A new maintenance buUding, 
operations biulding and warehouse facihty wiU also be constmcted during die time period sfaown in Table 4. Access 
to tfae Point Loma Plant wiU be inq>roved with access road improvements and various site and parking 
mqirovements. Expansion ofthe Point Loma Plant is being mq)lemented tfarougfa construction ofa series ofprojects 
diat wiU not significantiy disrupt wastewater flow during tfae constmction period. 

South Bay Sewer Conveyance System. The Soutfa Bay Sewer Conveyance System includes a punq> 
station, force main and associated sewer pqielines to convey wastewater horn die Soutfa Bay Wastewater Treatment 
Plant to tfae Soudi Bay Water Reclamation Plant (discussed below). Table 4 includes constmction and related costs 
of $25.8 milhon. This project is expected to be conqileted in tfae year 2001. Also included in drus categoiy of 
projects is funding of $16.5 miUion for design, environmental and land acquisition costs to secure a site for an 
additional punqi station and related pipeline to seive tfae Soutfa Bay Wastewater Treattnent Plant (discussed below) 
scfaeduled for constmction after tfae year 2010. Preliminaty estimates for die cost of tfais pomp station and related 
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pipeUne exceed $100 milUon. Table 4 also includes $71 miUion for environmental, design, land acquisition and 
constmction for tfae System Flow Stabilization Project Though average flows from the South Bay region are 
expected to remain within the capacity of the South Metto Interceptor (untU constmction of the Soutii Bay 
Wastewater Treatment Plant) there are stiU possible spUl situations (during peak flows along with unusual weather 
patterns) that led to the addition of die System Flow Stabilization Project to provide for the routing to and tenqioraty 
storage of peak flows. 

South Bay Water Reclamation Plant. Tfae Soutfa Bay Water Reclamation Plant wiU provide up to tertiaty 
tteatment of sewage and is being biult near tfae IBWC primaty tteatment faciUty in tfae Tijuana River VaUey. Table 4 
includes constmction and related costs for conq>letion of the Soudi Bay Water Reclamation Plant of $80.5 milhon 
and $8.7 milhon in final constmction and related costs for conqiletion of a bridge that wiU provide access to the 
South Bay Water Reclamation Plant The Soutfa Bay Watei Reclamation Plant is planned to be conqileted by the 
year 2001 and wiU have a 7 mgd capacity. Tfae source of fimding for tfae reclaimed water distribution system faas 
not yet been determined. 

South Bay Wastewater Treatment Plant Tfae Soudi Bay Wastewater Treatment Plant wiU provide 
secondaty tteatment of sewage and faave a 21 mgd capacity. Table 4 includes design, environmental, engineering 
and permitting costs in tfae amount of $26.3 milhon for the South Bay Wastewater Treatment Plant whicfa is 
scfaeduled to be built after 2010 (total estimated cost for first pfaase of this projea wiU be approximately 
$366 milUon) on tfae same site as the IBWC primaty tteatment facUity and Soutfa Bay Water Reclamation Plant 
Tfae constmction of tfae Soutfa Bay Wastewater Treatment Plant wiU be required when growdi m tfae area exceeds tfae 
requirements of OPRA for the Point Loma Plant and growth in flows exceeds the capadty of the South Metto 
Interceptor. The scheduling of constmction ofthe South Bay Wastewater Treatment Plant after 2010 is dependent 
on die City's obtaining certam amendments to OPRA. See "ACTIONS UNDER THE CLEAN WATER ACT -
Relief From Secondaty Treatment Requirement" 

Major Interceptors (North and South). Table 4 includes accelerated scope of work (from 2004 to 1999) 
for design and constmction woric on the Soudi Metro Interceptor to repair seven concrete manfaoles, a 65-foot steel 
access sfaaft and additional mtemal refaabihtation of tfae 108-indi pq>e. Tfae acceleration was deemed advisable 
given results of inspection of portions of die pipeline. Table 4 reflects additional design, constmction and 
environmental mitigation costs related to tfae fiirtfaer refaabihtation of die Nordi Metto Interceptor. 

Mission VaUey Water Reclamation Plant The Mission VaUey Water Reclamation Plant is intended to 
provide up to tertiaty treattnent of sewage and is to be located on land purchased at a cost of $7 milhon fixim the 
Water Department in San Diego's Mission VaUey on Camino Del Rio North east of tfae intersection of Interstates 8 
and 805. Table 4 includes design, peimitting, administrative and preliminaty costs totaling $16.2 miUion. A 
remaining $115 milhon in constmction and related costs is scheduled beyond tfae time period sfaown in Table 4 
(beyond June 30, 2006). The Mission VaUey Water Reclamation Plant is one of tfae system-wide options for 
providing tfae final 8 mgd of a 45 mgd total water reclamation system capadty by tiie year 2010 as required by tfae 
waiver described above under "ACTIONS UNDER THE CLEAN WATER ACT - ReUef From Secondaty 
Treattnent Requirements." If tfais altemative to meeting tfae water reclamation reqiurements is selected, design 
would begin in 2()04. Altematively if anodier more operationaUy or cost preferable altemative is selected, diis 
project would be closed out and die budget used to fimd tfae prefeired alternative project 

Centrate Treatment Facility. Tfae Centtrate Treatment Facihty wiU treat centrate, wfaicfa is die Uquid 
removed during the dewatering of biosohds at the Mettopohtan BiosoUds Center. This project has been added to tfae 
Wastewater Capital Inqirovement Program since 1997. Table 4 includes design and initial construction costs for the 
Centrate Treatment Facihty, which is estimated to have a conq>letion cost of $75.6 million. Tfais tteatment would 
assist tfae City in complying widi tfae requirements of OPRA at die Point Loma Plant This facihty may not be bmlt 
if die City obtains certain legislative amendments to reduce die requirements of OPRA. See "ACTIONS UNDER 
CLEAN WATER ACT - ReUef From Secondaty Treatment Requirements." 

Environmental Monitoriii^ and Technical Services Laboratory. This project faas been added to die 
Wastewater Capital Iiiq>rovement Program since 1997. Table 4 includes the design and constmction of Phase I of 
tfae project which includes a two story 34,000 square foot adnunistrative and pubhc support facihty along witfa an 
ocean monitoring laboratoty. Conqiletion of tfae projea is expected in 2010 at a cost of ̂ qnoximately $30 milUon. 
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Other MetropoUtan System Projects. Aimual aUocations in an aggregate amount of $42 milhon for 
repair and upgrade of tfae Point Loma Plant, die Nortfa City Plant, fhe MettopoUtan BiosoUds Center and South Bay 
Water Reclamation Plant are included in Table 4. Table 4 also includes costs of $36.8 milhon for tfae Wastewater 
Operations Management Network ("COMNET'), a system-wide standardized means of providing tfae Mettopohtan 
System with process conttol and monitoring. COMNET includes plant support as weU as system communications. 
In addition to this central COMNET project, each individual facihty project has its own COMNET cost element for 
instrumentation and software specific to tfaat facihty. A pooled contingency for aU of the Mettopohtan System 
projects is also included m Table 4. 

2. Municipal System 

The rehabUitation and e^qiansion of the Municipal System is included in the Wastewater System Capital 
Inqirovement Program. The projects include tfae replacement of deteriorated concrete sewer coUector lines, 
refaabihtation of sewer punqiing stations and constmction of new interceptor lines and punq> stations as described 
below. In addition, infrastmcture of the Wastewater System Capital Inq>rovement Program for die Municipal 
System also includes tfaose projects required in tfae Final Order. The estimated cost of the projects required by the 
Final Order is $171 milhon 

Annual Allocations. Aimual aUocations are included in a capital budget each year to cover projects that 
are not identified untU after tfae beginning of tfae budget year. Table 4 includes $176.7 milUon in appropriations for 
the annual aUocation foi sewer main replacements. Included in this figure are over 200 projects, including tfae 
$171 milUon in projects required by tfae Final Order noted above, an aUowance for additional sewer mains related to 
new development, and otiier replacement woric identified by the MWWD's extensive sewer main televising 
program. Table 4 also includes costs for tfae annual aUocation for emergency conslmction and die design, 
constmction and related costs for 49 sewer pump station restorations under tfae annual aUocation for sewer pump 
stations. 

Brine Management Program. These projects provide die means to dispose of non-poUuting industrial 
brine firom tfae City's growing industrial park in tfae Rancfao Bernardo area of die City widiout transporting it 
dirougfa cosdy tteatment at tfae Qty of Escondido's Hale Avenue Treatment Plant The tiiree projects included in 
Table 4 include tfae design, constmction and related costs for Brine Management Force Main and Punqj Station and 
die constmction and related costs of Brine Management Program Gravity Line and tfae City's portion of design and 
constmction costs for die e^qiansion ofthe San Ehjo Out£dl. The San Ehjo OutfaU is not owned by die City and is 
not part of tfae Wastewater System. 

Trunk and Interceptor Sewer Projects. These projects provide for die replacement, refaabihtation, 
expansion, or constmction of existing sewer lines and new sewer lines. These projects are typicaUy larger and more 
expensive tfaan projects fimded tfarough the annual aUocations described above. Table 4 mcludes design, 
constmction and related costs for sixteen stand-alone projects. 

Other Municipal Projects. Table 4 includes costs for the replacement, e^qiansion or constmction of 
existing sewer pimq) stations and new punqi stations. Table 4 also includes die costs to instaU eneigy efficient 
equipment at the San Pasqual Water Reclamation Treatment Plant and the costs to provide for the telemetiry control 
system for tfae Municqial Sjrstem. Also included in Table 4 are tfae final constmction and related costs for the 
Mettopohtan Operations Center Relocation projea to conqilete tfae movement of tfae CbUections Division equqiment 
storage facihty to an adjacent warehouse to aUow space to fiirdier consoUdate MWWD administrative siqqiort staff. 
Table 4 also includes a pooled contingency for aU of tfae Mimicipal System projects. 

Contract Disputes 

From time to time, tfae City is engaged in disputes with contractors and subcontractors working on the 
Wastewater System Capital Inqirovement Program. Cuirentiy, tfaere are a number of pending contraa disputes witfa 
vendors or contractors that claim an aggregate amoimt of $21 miUion. 
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CAPITAL IMPROVEMENT FEVANCING PLAN 

The projeaed Wastewater System Capital hnprovement Program is fimded by a combination of financing 
from Net System Revenues and debt financing. Table 5 summarizes the actual sources and uses of fimds for die 
Wastewater System Capital Inqirovement Program for the fiscal year ended June 30,1998 and tfae projected sources 
and uses of fimds for tfae Wastewater System Capital Inprovement Program for die fiscal years ending June 30, 
1999 through June 30, 2006. The Wastewater System Capital Inqirovement Program includes tfae costs of the 
projects described in Table 4. Ifthe City is obhgated to provide secondaty treatment at the Point Loma Plant or if 
tfae City does not obtain legislative amendments to reduce the requirements of OPRA, the capital costs of the 
Wastewater System Capital Iiiq>rovement Program could be substantiaUy increased. See "SPECIAL 
CONSIDERATIONS FOR BONDHOLDERS" and "ACTIONS UNDER THE CLEAN WATER ACT - Rehef 
From Secondaty Treatment Requirements." 

Table 5 also gives effea to the financial assuiiq>tions contained unda the heading "FINANCIAL 
PROJECTIONS - Projeaed Operating Results." 
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SOURCE OF FUNDS 
Beginning Balance of (Construction Fund 
New Bond Issue'*' 
Grant Receipts 
Contributions in Aid 
Surety Proceeds"' 
Pay-as-You-Go 

TOTAL SOURCES 

USES OF FUNDS 
Issue Costs 
Debt Service Reserve Fund 
Reunbursement of Prior Capital Expenditures 
Contribution to Construction Fund 
(Capital Expenditures'̂ '̂ ' 

TOTAL USES 

Table 5 
SOURCES AND USES OF FUNDS FOR CAPITAL EXPENDITURES 
WASTEWATER SYSTEM CAPITAL IMPROVEMENT PROGRAM 

(In niousands of DoUars) 
Fiscal Years Endmg June 30,1999 to 2006 

1999 

406,736 

406,736 

2000 

186,226 

186,226 

2001 2002 2003 2004 2005 

0 
298.176 

0 
8.996 

56,549 
43.015 

139.670 
0 
0 
0 
0 

46.556 

0 
146,168 

0 
0 
0 

70.318 

0 
78,968 

0 
0 
0 

30,237 

0 
66,208 

0 
0 
0 

25.350 

0 
69.863 

0 
0 
0 

26.750 

216,486 109,205 91,558 96.613 111.058 

216.486 109,205 91.558 96,613 111.058 

2006 

73.559 

73.559 

Total'" 

0 
80.308 

0 
0 
0 

30.750 

0 
53.192 

0 
0 
0 

20.367 

139.670 
792.883 

0 
8.996 

56.549 
293.343 

$150,929 
0 

12.498 
25.055 

0 
66.014 

1.291.441 

8,945 
20,516 

0 
139.670 
237.605 

0 
0 
0 
0 

186.226 

4,385 
11,193 

0 
0 

200.908 

2,369 
6.047 

0 
0 

100.789 

1.987 
5,070 

0 
0 

84.501 

2,096 
5.350 

0 
0 

89.167 

2.409 
6,150 

0 
0 

102.499 

1,596 
4.073 

0 
0 

67.890 

23.787 
58,399 

0 
139.670 

1.069.585 

1,291,441 

1998 
Actual 

Unaudited"" 

$254,496 

0 
0 
0 
0 

254.496 

$254,496 

(1) 

(2) 
(3) 

(4) 
(5) 
(6) 

The amount shown as New Bond Issue in 1999 is less than the aggregate amount ofthe Series 1999 Bonds ($315,410,000). The interest rates assumed under the heading ''FINANCL\L PROJECTIONS • 
Projected Operating Results" for the New Bond Issue are higher than the interest rates that the Series 1999 Bonds will bear. Accordingly, the projected debt service for the Series 1999 Bonds shown ui 
Table 14, which is based upon an assumed issuance of new bonds in 1999 of $298,176,000, is approximately the same as the actual debt service on the Series 1999 Bonds. 
Amount released by substituting a Credit Facility for the Reserve Fund for the Series 1993,1995 and 1997 Bonds. 
Capital Expenditures by System 

Fiscal Year Ending June 30 
Municipal System 
Metropolitan System 

Total System 

1999 
60,306 
177.299 

2000 
63,192 
123.034 

2001 
98.981 
101.927 

2002 
62,878 
37,911 

2003 
62,856 
21,645 

2004 
40,455 
48.712 

2005 
29,370 
73.129 

2006 
29,370 
38.520 

237,605 186,226 200,908 100,789 84,501 89,167 102,499 67,890 

Total 
447,408 
622.177 

1.069.585 

Projected cash expenditures for the Wastewater System Capital Improvenient Program rather than expected appropriations as shown in Table 4. 
Reflects total of projected sources and uses for fiscal years ending June 30,1999 through June 30, 2006. 
Included to comply with the Continubig Disclosure Agreement entered into in connection with the issuance of the Series 1995 Bonds and Series 1997 Bonds. 

1998 
(Actual) 
50,815 

203.681 

$254,496 
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WASTEWATER SYSTEM FINANCIAL OPERATIONS 

Tfae City's priipaty sources of moneys deposited in die Sewer Revenue Fund are derived from sewer 
service charges to City residents and commercial enterprises, capacity charges on new, additional or larger 
connections to die Wastewater System wilhin the City, revenues firom ihe Participating Agencies pursuant to the 
Regional Sewage Disposal Agreement and interest mcome on fimd balances. 

Establishment, Calculation and CoUection of Sewer Service Charges 

Sewer service charges to City utihty customers, which are coUected witfa municipal water biUs and 
enforceable by discontinuance of water service, have been coUected by the City since 1956. PeriodicaUy, sewer 
service charges have been revised, the latest revision becoming effective on March 20,1999. 

The City faas dedicated personnel and resources to analyze rates and charges necessaty to support the 
Wastewater System. They are responsible for coUecting and collating revenue and e?q)enditure data from key 
administrative, engineering, fmancid and budgetaty City departments, tfaen evaluating tfae adequacy of revenues and 
recommending rate adjustments in concert witfa debt size and timing. Once projected revenues and ejqienditures are 
vaUdated, financing options are evaluated for die optimal mix of intemaUy generated revenue and debt This 
process, conducted biannuaUy for management puiposes and as required to facUitate planned debt issuances and rate 
adjustments, involves an extensive technical review by a multi-departmental finance team and detaUed oversight 
from a senior management executive cominittee conqnised of the City Manager, the Auditor and Conq)troUer, a 
Deputy City Manger, tfae Water Department Manager, tfae MWWD Direaor, and Deputy City Attorney. After final 
review and vahdation, a financing plan is presented to tfae City Cloundl for consideration, incoiporating near-term 
debt and rate considerations as specific recommendations. See "City CouncU Actions Relating to Rate Changes." 

Sewer service charges are based on tfae cfaaracteristics (volume of sewage, or flow, and suspended sohds, or 
strengtfa) of die wastewater discliarged by eacfa particular sewer user. AU sewer users are cfaarged based upon tfae 
amount of flow and soUds which they discfaaige into die Wastewater System. As sewage dischaige is not metered, 
water sales are used to approximate each customer's sewage flow. Suspended sohds are based iqion tfae 
classification of tfae user, determined by site inspections and/or analyses as required or requested. 

Single-^mily residential customers are biUed based on average winter montfas' water usage. Tfae average 
winter months' water usage is sa on July 1 of each year, based ipon the individual customer's average water 
consunqition during tfae previous winter mondis wfaen tfae local area nonnaUy receives most of its annual rainfaU and 
irrigation needs are minimized. Once set, tfae customer's montfaly sewer service cfaarge is fixed untU tfae next July 1. 

Tfae historical sources of sewer service revenues of die Sewer Revenue Fund for tfae fiscal years ended 
June 30,1994 to 1998, are set fordi in Table 6 below. 
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Table 6 
HISTORICAL SOURCES OF SEWER SERVICE REVENUES^" 

(In Thousands of Dollars) 
Fiscal Years Ended June 30,1994 to 1998 

(Unaudited) 

Source 1994 

Single Family Domestic $53,214 

OtiiCT Domestic 36,416 

Commercial 28,299 

Industtrial 6,773 

Outside City 8 

Treattnent Plant Service for Odierŝ ^^ 32.360 

TOTAL $157,070 $165,447 $167,503 $217,653 $204,226 

1995 

556,550 

38,784 

30,660 

7,173 

9 
32,271<'X4) 

1996 

$56,502 

39,609 

30,957 

7,504 

10 

32.921^^' 

1997 

$60,437 

42,845 

34,245 

7,818 

10 

72.298^^ 

1998 

$63,712 

45,151 

38,317 

7,564 

9 

49.473 

(1) Does not include capacity charges or other operating revenues which are included in calculating Net System Revenues. 
(2) Includes revenues fiom Participating Agencies, the United States Navy and other agencies. 
(3) Reflects reboactive billings for costs of tfae Wastewater System Capital Inprovement Program. 
(4) Certain Participating Agencies were making a portion of tfaeir payments under protest or pursuant to a court order. None of tiie 

amounts which were paid under protest or pursuant to a court oixler were released into sewer service revenues for fiscal years 1995 
($15386325) or 1996 ($11,432,090). See "WASTEWATER SYSTEM - The Participating Agencies and tiie Regional Wastewater 
Disposal Agreement" Seefoofflote(S)below. 

(5) Reflects amounts which were paid l ^ fhe Participating Agencies under protest or pursuant to a court order for fiscal years 1995 and 
1996 fliat were released into sewer service revenues in fiscal year 1997 ($26,718,415). See "WASTEWATER SYSTEM - The 
Participatmg Agencies and die Regional Wastewater Disposal Agreement" 

The ten largest customers of die Municqial System, as measured by tfae fiscal year ended June 30, 1998 
billings, are estimated to faave accounted for qqiroximately 7.1% of tfae Sewer Revenue Fund's total revenues for 
that fiscal year. Table 7 shows die billings for diese customers and tfae related percentages of total revenues for tfae 
Sewer Revenue Fund. 
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Table 7 
TEN LARGEST CUSTOMERS WITHIN MUNICIPAL SYSTEM<'> 

Fiscal Year Ended June 30,1998 
(Unaudited) 

Customer 

1. U.S.Navy 
2. Kelco 
3. City of San Diego 
4. UCSD 
5. RJ Donovan Prison̂ ^̂  
6. Federal Govemment̂ *̂  
7. Sony 
8. Marine Paric (Sea World) 
9. San Diego Unified Scfaool Distria 
10. San Diego Zoo 

TOTAL 

BUlin&s 

$ 8,704,352 
3,816,465 
1,602,954 
1,599,292 

903,041 
815,674 
753,506 
452,573 
437,233 
391.869 

$19,476,959 

Percent of 
Total Sewer Fund Revenueŝ ^̂  

3.1% 
1.4 
.6 
.6 
.3 
.3 
.3 
.2 
.2 
.1 

7.1% 

(1) Does not include Participatmg Agencies or customers served by Participating Agencies. 
(2) Total Sewer Revenue Ftmd Revenues mcludes receipts firom Participating Agencies. 
(3) State of Caiifomia prison. 
(4) Excluding U.S. Navy. 

Sa forth below as Table 8 is a rate histoty and approved rate increases for sewage service cfaaiges. 

Table 8 
RATE HISTORY AND APPROVED RATE INCREASES 

FOR SINGLE FAMILY DOMESTIC AND OTHER DOMESTIC, 
COMMERCIAL & INDUSTRIAL 

Effective Date 

July 1,1993 

July 1,1994 

October 2,1996 

July 1,1997 

March 20,1999 

Marohl,2000 

March 1,2001 

Single Family 
Domestic'" 

$21.61'» 

$22.91 

$2438 

$25.74 

$27.03'* 

$2838 

$29.80 

% Increase 
for Single Family 
Domestic Rates 

6.0% 

6.0% 

6.0% 

6.0% 

5.0% 

5.0% 

5.0% 

Other Domestic 
Commercial & 

IndnstriaP 
fMouMv Choree) 

$038 plus SS Charge of 
$1343toS2332perHcf 
$0.40 plus SS Chatge of 
S1318 to $2,684 per Hcf 
$0.42 plus SS CJiaige of 
$1,397 to $2,845 per Hcf 
$0.45 plus SS Charge of 
$1,481 to $3,016 per Hcf 
$0.47 plus SS CHiaige of 
$1,555 to $3,167 per Hcf 
$0.50 plus SS Charge of 
$1,633 to $3325 per Hcf 
$032 plus SS enlarge of 
$1,714 to $3,491 per Hcf 

% Increase for 
Other Domestic 
Commerciai & 
Industrial Rates 

6.0% 

6.0% 

6.0% 

6.0% 

5.0% 

5.0% 

5.0% 

(1) 
(2) 
(3) 

(4) 

Represents the average monthly amount 
Other domestic, commercial and industrial monthly chairges are based upon volume of flow and suspended solids. 
In fhis fiscal year, tfae City began sewer billings based on an average winter montiis' water usage. Previously, the City billed for sewer 
usage on a fixed flat fee. The percentage increase for fhe fiscal years beginning July I, 1993 and thereafter represent estimated 
average increases. 
Effective March 20,1999,fheshig]efimiIydomesticsewerrateincoiporatesabasefeeof $7.95,plusausagechaigeof S2.71 perHcf 
of average winter montiis' water use, subject to a maximum limitation (or "cap") of 10 Hcf per montii. 
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1994 

$157,070 

$10,632 

$ 730 

16,677 

1995 

$165,447^^ 

$ 9,859 

$ 1,076 

14,983 

1996 

$167,505^^ 

$ 11,016 

$ 1,064 

13,915 

1997 

$217,653̂ *̂  

$ 13,234 

$ 1,106 

18,069 

1998 

$204,226 

$ 16,498 

$ 1,253 

20,496 

Accounts Receivable 

Billing is done primarily on a bi-mondily basis. TypicaUy, die City seeks to coUect unpaid bills by: 
(i) issuing an initial sfaut-off notice as early as 30 days after a biU is issued; (u) issuing a final sfaut-off notice as early 
as 45 days after a biU is issued; and (iu) sfautting off the customer's water service as early as 50 days after a biU is 
issued. This procedure results in almost aU past due biUs being paid. If necessaty, die City estabhshes time 
payments for customers who are unable to pay a past due amount, ff an account is closed witfa an amount due which 
remains unpaid, that account is referred to the City Treasura for coUection activities. An aUowance is taken each 
fiscal year for accounts receivable whicfa are not expected to be paid. During tfae five fiscal years ended June 30, 
1998, diis amount ranged from $1,025,730 for tfae fiscal year ended June 30, 1994 to $458,878 for ffae fiscal year 
ended June 30,1998. 

Table 9 sets fordi infonnation related to accounts receivable and numba of sfaut-offs. 

Table 9 
SEWER CUSTOMER ACCOUNTS RECEIVABLE 

AND SHUT-OFFS BY FISCAL YEAR 
(In Thousands of DoUars) 

For Fiscal Years Ended June 30,1994 to 1998 
(Unaudited) 

SewCT Service Revenue '̂̂  

Accounts Receivablê ^^^^ 

Accounts Receivable 
Over 120 Dayŝ ^̂ *> 

No. of Sfaut-Offs<') 

(1) For the year ended June 30. 
(2) Excludes amounts payable by Participating Agencies. 
(3) As of June 30. 
(4) Estimated. 
(5) Certain Participating Agencies were making a portion of tfaeir payments under protest or pursuant to a court order. None of the 

amounts which were paid under protest or pursuant to a court oider were taken into income for fiscal years 1995 ($15386325) or 
1996 ($11,432,090). See "WASTEWATER SYSTEM - The Participating Agencies and die Regional Wastewater Disposal 
Agreement" SeefooQiote(6)below. 

(6) Reflects amoimts which were paid by tiie Participating Agencies under protest or pm^uant to a court order for fiscal years 1995 and 
1996 ttiat were taken into income in fiscal year 1997 ($26,718,415). See "WASTEWATER SYSTEM - The Participating Agencies 
and the Regional Wastewater Disposal Agreement" 

City CouncO Actions Relating to Rate Changes 

Effective July 1990, the City CouncU adopted a five-year revenue plan wfaicfa established rate increases of 
6% per year for monthly sewer rates, and 16% per year for capacity charges. On October 2, 1996, the City CouncU 
adopted 6% rate increases for monthly sewer rates effective for eacfa of tfae fiscal years ending June 30, 1997 and 
June 30,1998. On Januaty 19,1999, die City CouncU adopted 5% rate increases for monthly sewer rates effective 
on March 20,1999, March 1,2000 and Marcfa 1,2001. The financial projections for die Wastewater System Capital 
Inq)rovement Program reflect sucfa inaeases, as weU as assumed increases in later years, including 10% in Marcfa 
2002 and 9% m Marcfa 2003. See "SPEOAL CONSIDERATIONS FOR BONDHOLDERS" and "FINANCTAL 
PROJECTIONS." 

In addition, die City is required to fix rates for the Wastewater Sjrstem sucfa diat charges for wastewater 
services wUl be at least equal to pay aU outstanding ObUgations (odier tfaan Parity ObUgations) and to provide Net 
System Revenues equal to 120% of Debt Service for die year. See "SECURITY FOR THE SERIES 1999 BONDS -
- Rate Covenant; Inqiaa of Proposition 218." However, for infoimation on die possible limitation on die City's 
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abUity to conqjly widi die rate covenant, see "WASTEWATER SYSTEM FINANCIAL OPERATIONS - Inqiact of 
Proposition 218 on Sewer Service Rates and Charges." 

Collection and Calculation of Capacity Charges 

A capacity charge is a one-time fee for a new, additional or larger connection to tfae Municipal System 
witfain tfae City. Capacity fees are not tteated as operating income foi financial reporting puiposes but are 
considered System Revenues and are deposited in tfae Sewa Revenue Fund. Pursuant to California law, capacity 
fees are apphed only to capital expansion, bonds, contracts, or other indebtedness ofthe Wastewater System related 
to expansion. Because capacity fees are primarily coUected on new constmction within the City, revenues obtamed 
on such fees vaty based upon constmction activity. See "FINANCIAL PROJECTIONS." Historical capacity 
charge revenues and equivalent dwelling units ("EDU") are shown in Table 10 below. Tfae rate faistoty for sewer 
capacity cfaarges are shown in Table 11. 

Table 10 
SEWER REVENUE FUND 

HISTORICAL CAPACITY CHARGE REVENUES 

Fiscal Year 
Ended June 30 

Equivalent . 
Dwelling Units^'^ 

Capadty Charge 
Revenues^^^ 

1986 
1987 
1988 
1989 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 

15,460 
14,883 
6,830 
13,157 
6,489 
2,757 
2,762 
2,100 
2,509 
1,625 
2,861 
3,905 
5,987 

$15,093,242 
$16,975,047 
$10,736,525 
$21,920,230 
$22,252,058 
$10,657,003 
$12,385,388 
$10,920,494 
$15,136,994 
$11,368,587 
$12,526,955 
$ 8,062,617 
$16,136,839 

(1) Unaudited. 
(2) Audited. 

Table 11 
RATE HISTORY 

FOR SEWER CAPACITY CHARGES 

Sewer Capadty 
Charges 

Effective Date (Per Unit) 

July 1,1991 $4,484 
July 1,1992 $5,201 
July 1,1993 $6,033 
July 1,1994 $6,998 
April 22,1996 $2,500 

% Increase/fPecrease) 

16% 
16% 
16% 
16% 

10/ 

In response to a request by the City Manager to reduce sewer capadty cfaarges in order to stimulate 
economic development and affordable housing, the City CouncU approved in June 1996, rettoactive to AprU 22, 
1996, a 64% reduction of sewer edacity cfaarges. ff Proposition 218 is determined to apply to sewer capadty 
cfaarges and odier sewer fees and cfaaiges and if sucfa capacity cfaaiges are found to be below the cost of providing 
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die service, these and other fees and charges of tfae Wastewata System may need to be revised in order to satisfy the 
requirements of Proposition 218. See "Inqiact of Pioposition 218 on Sewer Service Rates and Charges." 

Impact of Proposition 218 on Sewer Service Rates and Cfaarges 

On November 5, 1996, the voters of tfae State approved Proposition 218, the so-caUed "Right to Vote on 
Taxes Act" Proposition 218 added Articles XIIIC and XDODD to the State Constitution, which contain a numba of 
provisions affecting tfae abihty of the local governments to levy and coUect both existing and fiiture taxes, 
assessments, fees and charges. 

Article XmD conditions the inqiosition or inaease of any "fee" or "charge" upon tfaere being no written 
majority protest afta a required pubhc hearing and, for fees and charges odier tfaan for sewa, wata or refiise 
coUection services, vota approval. Article XniD defines "fee" or "cfaarge" to mean levies (odier tfaan ad valorem or 
special taxes or assessments) iiiq)osed by a local govemment upon a parcel or iqion a person as an incident of tfae 
owneisfaip or tenancy of real property, including a usa fee or charge for a "property-related service." It is not clear 
wfaedia Article Xllll? qqihes to die City's sewa service fees and charges, which are tfae ultimate source of 
Revenues pledged to debt service on tfae Series 1999 Bonds and tfae Outstanding Parity Bonds. 

In addition, by July 1, 1997, unda Article Xllll), aU property-related fees and cfaarges, including those 
which have been in existence since prior to die passage of Proposition 218 in Novemba 1996, sfaould have met the 
foUowing substantive standards: 

(1) Revenues derived from die fee or charge cannot exceed die fimds required to provide the property-
related service. 

(2) Revenues derived from the fee or charge must not be used for any purpose odia tfaan tfaat for 
wfaicfa tfae fee or cfaaige was inqiosed. 

(3) The amount of a fee or cfaaige imposed upon any parcel or person as an inddent of property 
ownersfaip must not exceed die proportional cost of die service attributable to tfae parcel. 

(4) No fee or cfaarge may be inqiosed for a service unless tfaat seivice is actuaUy used by, oi 
immediately available to, die owna of the property in question Fees or charges based on 
potential or fiiture use of a service are not permitted. Standby charges, whetha cfaaracterized as 
cfaarges or assessments, must be classified as assessments and cannot be inq>osed widiout 
comphance witfa Section 4 of Article XmD (relating to assessments). 

(5) No fee or cfaarge may be iinposed for general governmental services including, but not limited to, 
police, fire, ambulance or libiaty services where fhe service is available to the pubhc at large in 
substantiaUy the same manna as it is to property owners. 

Widiout conceding diat its sewa rates and cfaaiges are subjea to Article Xiill?, tfae City beUeves that its rates 
conqily widi tfae foregoing standards. In tfae opinion of die City Attorney, die Qty's edacity charges are charges 
inqiosed as a condition of property development and tfaaefore are not subjed to tfae requirements of Article XOID. 
It is unclear wfaetfaa unda tfae foregoing standards rates and cfaarges may be establisfaed at levels wfaicfa would 
pennit deposits to a Rate Stabilization Fund or maintenance of uncommitted cash reserves. See paragraph 4 unda 
die headmg "FINANCIAL PROJECTIONS - Projected Operating Results." 

Article XinC removes limitations on the initiative powa in matters of local taxes, assessments, fees and 
charges. Consequentiy, ffae voters of tfae City could, by fiiture initiative, repeal, reduce or prohibit ffae fiiture 
imposition or inaease of any local tax, assessment, fee or cfaarge. "Assessment," "fee" and "cfaarge" are not defined 
m Article XIIIC and it is unclear wfaetfaa die definitions of sucfa tenns contained in Article Xllll) (which are 
generaUy property-related as described above) are so limited unda Article XmC. No assurance can be given that 
die voters of die City wiU not, in the fiiture, approve initiatives wfaicfa repeal, reduce or profaibit the fiiture inqxisition 
or increase of assessments, fees or cfaarges, including tfae City's sewa service fees and cfaarges, wfaicfa are tfae source 
of Net System Revenues pledged to tfae payment of debt service on die Series 1999 Bonds and tfae Outstanding 
Parity Bonds. 
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In addition to the foregoing, the City's general financial condition may be affected by other provisions of 
Article XinC and Article Xllll), including: (i) provisions of Article XIIIC (A) requiring taxes for general 
governmental puiposes to be approved by a majority vote and taxes for specific purposes, even if deposited into the 
general fimd, to be approved by a two-thirds vote, (B) requiring any general puipose tax which the City iiiq)osed, 
extended or maeased, without vota approval, afta Decemba 31, 1994 to be approved by majority vote by 
November 5, 1998, (C) subjecting aU taxes, assessments, fees and charges to reduction or repeal at any time through 
the initiative process (as mentioned above), and (u) provisions of Article Xlili) tfaat could reduce die abihty ofthe 
City to fimd certain services or progranis that it may be requured or choose to fimd from its general fimd, such as 
provisions (A) adding requirements making it generaUy more difficult to levy and maintain "assessments," defined 
td mean a levy or charge upon real property for a particular and distina benefit to the property ova and above 
general benefits conveyed to property located in die district or to the pubhc at large, (B) requiring any inqiosition or 
inaease of property-related fees or charges otfaer tfaan for sewer, wata and refiise coUection services or fees fa 
electrical or gas service (wfaicfa are not treated as property-related for purposes of Article XlUD) to be ^qnroved by 
"majority of tfae property owners" subject to die fee or cfaarge or, at tfae option of die local government, two-thirds 
vote ofthe electorate residing in the affected area. 

The mteipretation and apphcation of Proposition 218 wiU ultimately be detennined by the courts or through 
inqilementing legislation widi respea to a numba ofthe matteis discussed above, and it is not possible at this time 
to predia witfa certainty tfae outoome of sucfa determination or tfae nature or scope of any sucfa legislation. 

Effect of Proposition 218 and of Possible General Limitations on Enforcement Remedies 

Tfae abihty of tfae City to conqily witfa its covenants unda die Installment Purcfaase Agreement and to 
generate Na System Revenues sufficient to pay Installment Payments diaeunda and ultimately, the abihty of tfae 
Autfaority to pay principal of and intaest on tfae Series 1999 Bonds and ffae Outstanding Parity Bonds may be 
adversely affected by actions and events outside of tfae conttol of die City and may be adversely affected by actions 
taken (OT not taken) unda Article XmC or Article Xllll) by voters, property owners, taxpayers or payers of 
assessments, fees and cfaarges. Furtfaermore, any remedies available to tfae owners of die Series 1999 Bonds and die 
Outstanding Parity Bonds upon tfae occurrence of an event of default unda die Indenture are in many respects 
dependent upon judicial actions wfaicfa are often subjed to discretion and delay and could prove botii e^ensive and 
time consuming to obtain In addition to tfae possible limitations on die abihty of tfae City to conqily witfa its 
covenants unda die Installment Purcfaase Agreement, tfae abihty of ffae Authority to comply witfa its obhgations 
unda die hidenture, the rights and obhgations unda the Series 1999 Bonds, the Outstanding Parity Bonds, the 
Indenture and fhe Installment Purchase Agreement may be subjea to bankruptcy, insolvency, reorganization, 
arrangement, fiaudulent conveyance, moratorium and odia laws relating to or affecting creditors' rights, to tfae 
appUcation of equitable princq>les, to tfae exacise of judicial disaetion in appropriate cases and to limitations on 
legal remedies against cities in the State of Caiifomia. 

Based on tfae foregoing, in tfae event tfae City fails to conqily with its covenants unda tfae Installment 
Purchase Agreement, including its covenants to generate sufficient Na System Revenues, as a consequence of die 
apphcation of Article XmC and Article XHID, or to pay Installment Payments Ihereunda and ultimately, the abihty 
of tfae Autfaority to pay princqial of or interest on die Series 1999 Bonds and Outstanding Parity Bonds, tfaere can be 
no assurance diat available remedies wiU be adequate to fiiUy proted the intaests of die faoldeis ofthe Series 1999 
Bonds and the Outstanding Parity Bonds. 

Operations and Maintenance Expenses for Tijuana Effluent 

For over sixty years tfae Tijuana Riva, wfaicfa flows northward from Tijuana, Mexico into southern San 
Diego County in die United States, has been a vehicle for the mtermittent transportation of raw sewage. On AprU 
15,1991, tfae City QiuncU adopted a resolution directing ffae City Managa to accept sewage from Tijuana, Mexico 
into tfae emagency coimection of ffae Mettopohtan System. Cuirentiy, the emagency connection faas a capacity of 
13 mgd. The City entered into an annual contract widi the IBWC on July 22, 1991, witfa tfae condition tfaat the 
IBWC seek fimding from die U.S. Congress to reimburse fhe City for tfae use of tfae emagency coimection at a rate 
based on tfae actual cost foi operations and maintenance. In fhe event Congress does not provide sufficient 
appropriations for the treattnent of tfae Tijuana sewage, tfae City may terminate tfae contraa 
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In federal fiscal year 1998, tfae City cfaanged tfae rate stmcture and began billing based on tfae sttengtfa of 
die effluent In federal fiscal year 1999, beginning Octoba 1, 1998, the rates charged wiU be based on actual flow 
througfa the emagency connection at a rate of $422.18 p a miUion gaUon, plus $144.36 p a thousand pounds of total 
suspended soUds and $57.03 p a thousand pounds of chemical oxygen demand. AdditionaUy, the IBWC is charged 
$255 p a mondi for die maintenance of the Event Notification System instaUed on tfae Soutfa Metto Intaceptor, 
which measures available edacity m the Metropohtan System. The federal fiscal year 1999 budget includes 
$1,498,000 for tteatment of Tijuana sewage. The IBWC has completed constmction ofa 25 mgd primaty tteatment 
facihty in the Tijuana River VaUey to treat Tijuana sewage. The South Bay Ocean Out&U through which effluent 
from this primaty treatment facihty wiU be discharged, was conqileted in Decemba 1998, afta which time the 
emagency connection was closed. 

Year 2000 Computer Issues 

The year 2000 issue is the result of conqiufer programs being written using two digits ratba dian four to 
define the apphcable year. Any of Ihe City's or tfae City's vendors' or siqqihers' computa programs diat have time-
sensitive software or equqiment may recognize a date using "00" as the year 1900 radia tfaan tfae year 2000. 
Problems can occur before tfae year 2000, wfaen fiiture dates are encountaed in data. This could result in system 
faUures or miscalculations causing dismption of operations of the Wastewata System. Because of tfae 
luqnecedented nature of tfae year 2000 issue, its effects and die success of related remediation efforts wiU not be 
fiiUy determinable until tfae year 2000 and diereafta. Accordingly, tfae City's disclosures witfa respea to the year 
2000 issue cannot provide assurance that tfae City is or wiU be year 2000 ready, tfaat tfae City's year 2000 
reme(hation efforts wiU be successfiil in whole or in part, or that parties with which the City does business wiU be 
year 2000 ready. See Note 9 to APPENDIX A - "AUDITED FINANCIAL STATEMENTS OF THE SEWER 
UTTLirY FOR YEARS ENDED JUNE 30,1998 AND JUNE 30,1997." 

The MWWD has identified four major areas that wiU be mqiacted by the year 2000 issue: (1) City-wide 
systems, (2) Wastewata System operation systems and equqiment widi enibedded miaochips, (3) MWWD 
conqmta systems, including COMNET and (4) MWWD's vendors, siqiphers and ofha business partners. 

The City-wide systems cova aU of die City's mainframe coiiq>uters, includmg die Auditor and 
ConqittoUa's systems that track accounts payable/receivable for vendors for die Wastewata S3rstem as weU as 
invoice the Participating Agencies. Tfae City-wide tyStems also include tfae payroU system for City enqiloyees, 
uicluding enqiloyees of tfae MWWD and tfae billing and installation systems diat contain tfae information needed by 
tfae MWWD to biU its customers and track service uistallations. Tfae City e3q)ects that it wiU conqilete year 2000 
remediation of City-wide systems by June 1999. Tfae total estimated cost is $6.2 milhon for aU City-wide systems 
and ova $5 miUion have been spent by tfae Qty to date on diis project An additional amount of ^qiroximately 
$1.6 milhon have been spent since Januaty 1995 on the year 2000 remediation of the Auditor and ConqitroUa's 
systems. Tfae MWWD is developing a contingency plan to generate bills on its local coiiq>uta system in die event 
tbe City-wide system is inoperable (see below for discussion of year 2000 issues regarding the MWWD's conqiufa 
systems). Substantial delays in conq>leting diese projects could advasely affea billings, coUections, service 
installations and some financial OT administrative fimctions, and therefore iiiq)act die Net System Revenues available 
for Installment Payments. 

The MWWD faas also identified certam Wastewata Sjrstem treatment facihty equipment and conqionents 
using embedded miaochq>s that may not be year 2000 conqiliant In Januaiy 1999, tfae MWWD hired an outside 
consultant to fiiUy inventoty tfae affected equipment at eacfa facihty, at a contraa cost of approximately $180,000. 
Concuirentiy, tfae MWWD is creating contingency plans for (1) replacement and/or modifications of identified 
equipment to make it ftmction coirectiy, and (2) manual conttol or operation of facihty equipment in tfae case of 
automated systems faUure. Tfae additional costs for diis projea may range from $100,000 to $1,000,000 for actual 
equipment replacement or modification. A more exact cost wiU not be known untU tfae inventoty and analysis 
phases are conq>Ieted in April 1999. Because most ofthe equipment at newa faciUties aheady fimctions conectiy, 
die possible impact to operations is expeaed to be minimal̂  and the project to make necessaty replacements and/OT 
modifications is expected to be conqileted by July 1999. The faUure of any ofthese operational systems to function 
coirectiy may impact pubUc healtfa conditions and cause nonconqiliance with mandated standards which may result 
m fines being levied against die City. 
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The MWWD faas identified intemal conputer faardware systems and software progranis diat are not 
designed or programmed to be year 2000 conqiliant In addition, tfae MWWD identified shnilar conqiuta systems 
shared with tfae City's Wata Department for billing, coUections, accounts payable/receivable, service installation 
and facihty mamtenance. Tfae MWWD faas several projects underway to make modifications and/or replace bodi 
faardware and software as necessaty to become year 2000 conqiliant, and die combined budget (included in the total 
for City-wide systems above) is approxhnately $700,000. Tfae COMNET systems used by tfae MWWD for 
tteatment plant operations are being tested in Marcfa tfarough May 1999, and any modifications or upgrades are to be 
con:q>leted by August 1999. The contingency plans for the equipment witfa embedded miaocfaips described above 
wiU also be used for COMNET systems. The facihties maintenance system aheady fimctions coirectiy and new 
laboratoty systems diat fimction correctiy wae put into place in February 1999. It is expected that corrections 
and/or rqilacemenfs for most systems, including the billing, coUections and accounts payable/receivable, wiU be 
conqileted by June 1999 and for anything remaining by Odoba 1999. WhUe tfae projects are on scfaedule, 
substantial delays in completing the modifications and/or replacements could adveisely affect billings, coUections, 
service installations and some financial or administrative fimctions, and dierefore iiiq>aa Net System Revenues 
available foi Installment Payments. 

The MWWD has identified the primaty outside vendors and business partners tfaat supply critical 
cfaemicals, materials, parts and services required to maintain wastewata tteatment (qierations. As part of ffae City's 
Year 2000 Conqiliance Project, these vendors are bemg contacted to detennine their level of Year 2000 readmess. 
Concinrendy with that effort, the MWWD is developing additional contingency plans that include findmg alternate 
sources for supphes, stockpiling supphes (if possible) prior to Decemba 31, 1999, finding alternate materials/parts 
to replace existing items, and worldng with vendors to deteimine alternate methods of dehvety. Vendor responses 
are expected to be received from Deceniba 1998 through July 1999, and tfae MWWD's contingency plans are 
expected to be conqileted by April 1999. The faUure of any of these operational systems to fimction conectiy may 
inqiact pubhc health conditions and cause nonconqiliance widi mandated standards whicfa may result in fines being 
levied against die City. 

AdditionaUy, year 2000 problems could cause die delay of payments to Bondfaolders by the Trustee or 
odia financial intermediaries. FOT pubhcly-disttributed information relating to the Trustee's year 2000 readiness, see 
ffae Trustee's faome page on tfae Internet located at wwwlstatestreetcom. hi addition, see APPENDIX D — 
"SUMMARY OF PRINCIPAL LEGAL DOCUMENTS - Indenture" fot a provision conteimed m tfae hidenttire 
regarding tfae Trustee's year 2000 readiness. FOT infoimation on die year 2000 issues relating to DTC, see 
"DESCRIPTION OF THE SERIES 1999 BONDS - Book-Entiy-Only System" 

Historical Revenues and Debt Service Coverage 

Table 12 contains die Statement of Income for fiscal years ended June 30,1994 tfarougfa 1998, and Table 13 
contains die Calculation of Debt Service Coverage fOT such years. See also APPENDIX A - "AUDIIED 
FINANCIAL STATEMENTS OF THE SEWER UTTLirY FOR YEARS ENDED JUNE 30, 1998 AND JUNE 30, 
1997." 
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Table 12 
WASTEWATER SYSTEM STATEMENT OF INCOME 

Fiscal Years Ended June 30,1994 to 1998 

1994 1995 1996 1997 1998 
OPERATING REVENUES 
Sewer Service Charges: 

, Inside City: 
Domestic $89,630,046 $95333,742 $96,113308 $103303,691 $108,863,152 
Commercial and hidustrial 35,072,134 37,832,852 38,460,649 42,062,881 45,881,035 

Outside City: 
Domestic, Commercial & Indusbial 7,866 9370 10,151 10,005 9,151 
Treatment Plant Service for Otiiers 32360.195 32371388"' 32.920.667"' 72398312'^' 49.612.651 

Total Sewer Service Revenues 157,070341 165,447352 167304,975 217.674,889 204365,989 

Other Operating Revenues: 
Aquaculwre Operating (jrants 227350 312334 426,175 (193384) 0 
Miscellaneous (Net) 2.779370 188.111 1.017.445 1.152363 2.068.870 

TOTAL OPERATING REVENUES 160,077,061 165,947397 168,948395 218.634,168 206,434,859 

OPERATING EXPENSES 109.938.980 118354327 122.983.712 130.723373 146.857.627 

OPERATING INCOME 50.138.081 47.593.070 45.964.883 87.910.795 59377332 

NON-OPERATING REVENUES 
(EXPENSES): 
Interest tocome 11389378 16,459340 16,834,747 16311,684 19338,425 
Gam (Loss) on Sale/Retiremem of Fixed 

Assets (6316,466) (32,027,997)"' (2391,703) 5,060,876 63,189 
Interest Ejqiense (8355,755) (12,467,426) (19,928,687) (31.184,467) (38,653.904) 
Non-Operating Grants 0 0 14,673,091 42,678335 25,054359 
Otiier (549380> (1327.068) (10.793362) (42.192.724> (26.437.154) 

TOTAL NON-OPERATING REVENUES 

(EXPENSES) (3.931.923) (29363.151) (1.806.114) (9326396) (20.634.885) 

Operating Transfer to 0 80,896 173,040 127,835 33339 

Operating Transfer Out (1.109.403) (1.414.104) (2.737.000) (1.425.132) (694.853) 

NET INCOME $45.096.755 $16.996.711 $41394.809 $77387.102 $38380.733 

(1) $15386325andSll,432,090ofrevenuesbilledandreceivedfiomtiieParticipatingAgenciesfortiiefiscalyears 1995and 19%were 
not included as tiie Participating Agencies were disputing tiie bilhngs. See "WASTEWATER SYSTEM — The Participating Agencies 
and the Regional Wastewater Disposal Agreement" See also footaote (2) below. 

(2) $26,718,415 of revenues billed and received fiom tiie Participating Agencies for fhe fiscal years 1995 and 1996 were released mto 
sewer service revenue in fiscal year 1997. See "WASTEWATER SYSTEM - The Participating Agencies and the Regional 
Wastewater Disposal Agreement" 

(3) See "Management's Discussion and Analysis — (jain (Loss) on Sale/Retirement of Fixed Assets." 
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Table 13 
CALCULATION OF DEBT SERVICE COVERAGE 

Fiscal Years Ended June 30,1994 to 1998 
(Unaudited) 

TOTAL OPERATING REVENUES 

OPERATING EXPENSES: 
Transmission 
Treatment and Disposal Plant 
Special Projects 
Accounting 
General and Administrative 

TOTAL OPERATING EXPENSES'" 

TOTAL OPERATING INCOME 

OTHER INCOME (CHARGES): 

Coital Grant Receipts 
Opisrating Transfer In/(Out) 
Trunk Line Sewer Area Charge 
Capacity CHiarge Mimicipal System.. 
toterest Income 
Reverse Repurchase Agreement 

toterest Ejqiense , 
Rate Stabilization Fund 
Other tocome , 

TOTAL OTHER INCOME 

NET REVENUE AVAILABLE FOR 
DEBT SERVICE 

1994 

$160,077,061 

23,481,764 
45,125,696 
6,663370 
2328385 

22308393 

99.707.908 

60369.153 

23,682,613 
(1,109,403) 

(361382) 
15,136,994 
11389378 

(740345) 
0 

423329 

48321384 

108.690.437 

1995 

$165,947397 

31,786,946 
44,121308 
7,492,445 
2,471,754 

22.423339 

108395.892 

57.651,705 

33,115,894 
(1333308) 

(73,491) 
11,439,060 
16,459340 

(2329,402) 
0 

1334.499 

58,612,692 

116364397 

1996 

$168,948395 

33364,059 
39,406,012 

0 
2.160301 

37,186,483 

112.016,855 

56,931.740 

48,629,476 
(2363,960) 

0 
12323,907 
16,834,747 

(1,113,892) 
(10,000,000) 
(9.149.987) 

55.160391 

112.092,031 

1997 

$218,634,168 

35,745,840 
37,709,123 

0 
4,434,608 

38332.403 

116,421.974 

102312.194 

67343.104 
(1397397) 

0 
8.067,617 

16311,684 

0 
(30,000,000) 
(40,984,517) 

19,435,591 

121.647.785 

1998 

$206,434,859 

44,422308 
43,725,429 

0 
5,927,117 

37,011,963 

131.087.017 

75347.842 

37352,666 
(661,614) 

0 
16.136,839 
19338/*25 

0 
(5.000,000) 

(25,655,496) 

41,710.820 

117,058.662 

DEBT SERVICE COVERAGE 

Principal and toterest Due in 
Fiscal Year 

Coverage 
9,962,877 
10.91'̂ ' 

16319,661 
7.12 

24,428,688 
439 

37,441,098 
335 

56337,491 
2.07 

(1) The difference betweoi Operating Expenses m Tables 12 and 13 is due to depreciation expense being excluded in Table 13. 
(2) Does not equal Exhibit D of tiie fiscal year 1994 Financial Statements as Capital Grant Receipts were excluded fiom income in tfae 

conqnitation of debt service coverage. The 1995 through 1998 Financial Statements mcluded Capital (jrant Receipts as income in fhe 
computation of debt service coverage, in accordance witii die terms and conditions ofthe tostallment Purchase Agreement 

Management's Discussion and Analysis 

The foUowing discussion relates to certain items shown in Table 12. 

Operating Revenues. Sewa service charge revenue for domestic and industrial customers inaeased 
consistentiy firom 1994 to 1998 due primarily to approved rate inaeases. The City CouncU adopted 6% p a year rate 
mcreases for fiscal years 1994,1995,1997 and 1998. 

The Participating Agencies are biUed for tfaeir portion of tfae total e^qienses ofthe MetropoUtan System for 
operation and maintenance expense, constmction costs and debt service payments related to the Wastewata System 
Capital Inqirovement Plan. Tfae constmction cost conqionent of tbe biU can vaiy widely from year to year, 
depending iqion wfaat projects are underway. Due to tfae variabiUty, Treattnent Plant Services for Otbers wiU 
mcrease or decrease accordingly in any given fiscal year. The inaease in Treatment Plant Service for Odiers from 
1994 to 1995 (afla adjusting for tfae disputed billing discussed below) was atbributable to maeased constmction 
costs. Tfae increase in Treatment Plant Service for Others revenue from 1996 to 1997 was due to inaeased one time 
recognition of revenues from the Particq>ating Agencies. The amounts $15,286,325 and $11,432,090 of revenues 
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bUled and received from the Participating Agencies for fiscal years 1995 and 1996 wae not included Treatment 
Plant Service revenue as they wae disputing the billings. In 1997, die dispute was resolved and the revenue was 
recognized. Ifthe revenue had been recognized when received. Treatment Plant Service for Others revenue would 
have remamed level at $47,557,713, $44,352,757, $45,579,897 and $49,473,089 m fiscal years 1995, 1996, 1997 
and 1998. 

Operating Expenses. Operating expenses inaeased from 1996 to 1997 mainly due to an maease in 
depreciation expense. This inaease was partiaUy caused by the transfer of certain fixed assets from tfae Water 
Department to the Wastewata System as a result of the separation of the two systems. Operating expenses 
inaeased from 1997 to 1998 primarily due to inaeased costs associated with sewa Une maintenance and the 
Wastewata System's tteatment and disposal plants. Since fiscal year 1997, three tteatment plants faave eidia been 
coinpleted or taken ova by die Metropohtan System. These new plants are the Nordi City Plant, die Mettopohtan 
Biosohds Centa and tfae San Pasqual Wata Reclamation Plant, wfaicfa was transferred from tfae Wata Department 
on July 1, 1997. The addition ofthese plants, which wiU be owned and operated by the Wastewata System on an 
ongoing basis, caused a $13 miUion increase in operating expenses in 1998. Also in 1998, operating expenses at die 
Point Loma Plant increased due to the heavy rain faU in that year. 

Since 1994, fhe City faas inqiosed rigfat-of-way charges, payable to the General Fund, on the Wastewata 
System for use by die MWWD of City sheets for sewage lines. The charges are considaed Wastewata System 
maintenance and operations cfaaiges and are diaefore expenses, wfaicfa are payable pria to Parity Obhgations, 
including fhe Series 1999 Bonds. Tfae City's rigfat-of-way cfaarges for die fiscal years ending 1994 to 1997 were 
$3.1 milhon, $5.5 milhon, $8.3 milhon, and $8.9 milhon, respectively. The City CouncU has decided to phase out 
die right-of-way cfaarge ova five years begioning in fiscal year 1998. In fiscal year 1998, the City began a five-
year program to phase out die right of way cfaaiges. The charge f a the fiscal year 1998 was $7.8 milhon. 

The Operations and Maintenance Division of tfae MWWD uiqilemented a six-year "Pubhc Contraa 
Operations" agreement in 1998 teimed "Bid to Gtoal." This agreement is aimed at inqiroving productivity by 
combining die most appropriate practices firom both the pubhc and private sectors. The agreement established an 
optimized conq>etitive goal, whicfa, if.met, wiU mean an spproximate 18% savings when conqiared to tfae baseline 
fiscal year 1997 long-term plan. Inqiroved practices associated witfa these savings include process stteamhning and 
automation, centralization of major mamtenance and warehousing fimctions, maeased emphasis on predictive and 
preventative maintenance, a pUot performance pay program and an enhanced labor/management partnoship. Some 
of diese practices wae phased in just prior to ffae beginning of die agreement, and tfae transition to fiiU optimization 
is anticipated to take two years. The results for die first year show savings of $16.6 miUion in excess of die 
established goal of $8.8 milhon. 

Interest Income. Interest income inaeased in 1995 and 1996 due to higha yields resulting fixim longa 
term investment in addition to larga casfa balances in pooled casfa. Intaest income decreased in 1997 mainly due to 
a deaeased cash balance. Interest income increased in 1998 due to a faigfaa investment yield and a laiga balance in 
pooled casfa. Althougfa tfae cash balance at the end of fiscal year 1998 was less dian fiscal year 1997, die average 
daUy balance was faigfaa. AU previous bond proceeds were fiiUy expended by May 1998 and as a result, capital 
inqirovement program e?q>enses afta tfaat date were paid for firom casfa in tfae Sewa Fund causing a reduction in 
casfa by die end of 1998. 

Gain (Loss) on Sale/Retirement of Fixed Assets. In 1994 and 1995, tfae loss esqierienced was due to a 
write-off of ffae costs ofprojects that are no longa being pursued because die City bad successfiiUy cfaanged from 
Alternative IVA to die Consumers' Altemative as a result ofa U.S. Disttict Court order. See "ACTIONS UNDER 
CLEAN WATER ACT." As a result of tfae separation of die Wastewata System from die Wata Department, diae 
was a gain in 1997 resulting from tfae transfa of certain fixed assets to the Wastewata System. 

. Interest Expense. Intaest ê qiense increased steadUy fiom 1994 to 1998 because of the issuance of die 
Series 1993, Series 1995 and Series 1997 Bonds. 

Non-Operating Grants. Revenues from tfais source in 1996 arose from a new agreement with tfae IBWC 
to construct tfae federal portion on tfae Soudi Bay Ocean OutfaU, an outfaU running seaward from tfae Tijuana Riva 
Estuaty. Tfae outfaU wiU be jointiy owned by die IBWC and tfae City. Tfae revenue reported is a pass through to 
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cover the Federal share of tfae project costs. These revenues peaked in 1997 and deaeased in 1998 as tfae project is 
being brougfat to its conq>letion. 

Other. Otha non-operating revenues inaeased in 1995 due to a reclassification of revenues from 
Operating Revenues ~ Miscellaneous. Non-operating ejqienses increased in 1996 and 1997 due to the pass through 
of constmction costs for the above refaenced IBWC share of tfae Soutfa Bay Ocean OutfaU, and decreased in 1998 
in connection widi the decrease ia constmction costs. 

Operatmg Transfer Out In 1994 to 1996, $500,000 was transfened to die Wata Fund of die Wata 
Department to fimd tfae rebate program for wata conservation fixtures described in "ACTIONS UNDER THE 
CLEAN WATER ACT - Litigation and Fmal Orda." The amounts m excess of $500,000 m 1995 were due to 
transfers totaling $914,000 to the Autfaority to replenisfa die Reserve Fund securing tbe Series 1993 Bonds due to a 
market devaluation. Tfae increase in 1996 is due to die City CouncU approving die inqiosition of $2.1 milhon upon 
ib6 Sewa Revenue Fund for die purpose of reimbursing offaa City fimds for certain storm drain related expenses. 
The intended uses of fhe amoimt were an educational program concerning the National PoUutant Discfaarge 
EUmination System, reimbursing tfae pubhc liabihty reserve for related storm drain related claims, and constmction 
of storm drams. This charge had not previously been imposed upon die Wastewata System and was cfaaracterized 
by tfae City CouncU at the time as a one time assessment It has not been cfaarged to die Wastewata System 
subsequendy. In 1997, $1,250,000 was transferred to the Wastewata Facihties Engineering Fund, an intemal 
service fimd established to provide services to the Wastewata System. This transfa was done to cova the initial 
costs of tfae fimd and wUl be repaid in 1999. In 1998, $512,000 was transferred to pay for costs associated with tfae 
development ofnew conqiuta systems. 

Tfae foUowing discussion relates to certain income statement items sfaown in greata detaU in Table 13. 

Transmission. Transmission costs maeased fiom 1997 to 1998 due mainly to an inaeased enqifaasis on 
sewer main televising and subsequent main cleaning. These are preventative measures to aUeviate main blockages. 

Treatment and Disposal Plant Treatment and Disposal Plant cost inaeased from 1997 to 1998 due to 
die addition of ffaree treatment plants to ffae Wastewata System as described in "Operating Expenses" above. Tfae 
addition ofthese plants added $13 miUion to Treatment and Disposal Plant e}q>eiises in 1998. 

General and Administrative. Cjeneial and Administrative costs inaeased fixnn 1995 to 1996 due to a 
reclassification of costs from Special Projects to General and Administrative. The additional increase is due to 
increased costs in data processing. 

Capadty Charge Munidpal System. Capadty Cfaarge revenues declined in 1995 due to a reduction in 
die level of constmction in tfae service area. In 1996, a 64% reduction in capacity charges was approved by fhe City 
CouncU in orda to stimulate economic development and affordable housing leading to a 36% dechne in revenues 
from that source m fiscal year 1997. Sewa capacity charges were reduced from $6,998 to $2,500 p a equivalent 
dwelling unit In 1998, revenues doubled ova 1997 levels as tfae level of constmction inaeased. 

FINANCIAL PROJECTIONS 

Sa fortfa below m Table 14 are Ifae projected casfa receqits and operating expenditures for tfae dght fiscal 
years ending June 30, 2006. Table 14 incorporates die assunqitions described below, inchiding assumed inflation 
and interest rates, rate inaeases and fhe amount of indebtedness to be issued during fhe projection period. For 
puiposes of conqilying with tfae Continuing Disclosure Agreement, die actual results far any fiiture year specified in 
Table 14 wiU be reflected in Schedule F-l and F-2 of tfae City's Sewa Utihty annual financial statements for that 
year and wiU be conqiarable to the financial data contamed in Schedules F-l and F-2 of tfae financial statements 
attached as Appendix A. Alternatively, die actual results may be published in tabular fonn, conqiarable to Table 14. 
The City has chosen to analyze prospective rate covenant coverage on the basis of projected casfa receipts and 
operating expenses wfaen paid. Accordmgly, the method of calculating Net Revenue for Table 14 differs from the 
mediod of cdculating Net Revenue Available For Debt Service for Table 13. 
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There are several differences in tfae projections presented below and those projections contained m the 
Official Statement related to the Series 1997 Bonds (die "1997 Official Statement"). The mamtenance and 
operations expen(htures for the Wastewater System are sUghdy lower than contemplated in the 1997 Official 
Statement due to: (1) the inqilementation of the Bid-To-Goal Program discussed above under "Management's 
Discussion and Analysis - Operating Expenses"; (2) the phase out of the Right-of-Way Charges to the Sewer 
Revenue Fund; and (3) the execution of die Regional Wastewater Disposal Agreement between the City and the 
14 Participating Agencies. The assunqitions in the rate increases shown below of 5% in fiscal years 1999 tfarough 
2001 are lower dian diose used m die 1997 Official Statement of 6% in 1999 and 8% m 2000 dmough 2003, due 
to the factors discussed in the preceding paragraph and the resolution of the disputes between the City and tbe 
Participating Agencies. The 1997 Official Statement assumed that indebtedness would not be issued in fiscal 
years 2001 through 2003. Expected increases in indebtedness are due to the added projects in the Wastewater 
System Capital Inq)rovement Program. See "WASTEWATER SYSTEM CAPFFAL IMPROVEMENT 
PROGRAM." 
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Table 14 
FINANCIAL PROJECTIONS 

(In Thousands of Dollars) 
Fiscal Years Ending June 30,1999 to 2006 

(Unaudited) 

ESTIMATED REVENUES 
Sewer Service Charge Revenues 
New Sewer Service Connections 
Sewage Treatment Plant Services 
Sludge Handling Charge 
Interest Earntogs'" 
Services Rendered Otiier Funds/Otiiers'̂ ' 
(Capacity Charge Municipal System 
Sale of Electricity/Gas Engine Generation 
Contributions m Aid/Grant Receipts 
Odier Revenue 
Rate Stabilization Fund Transfer'*' 

TOTAL ESTIMATED REVENUES 

OPERATING EXPENDITURES 
Total Matotenance & Operation 

NET SYSTEM REVENUE 

COVERAGE TEST 
Net System Revenue 
Annual Debt Service'" 

DEBT SERVICE COVERAGE 

1999 

$159,347 
110 

50,060 
0 

10,936 
1,310 
7.004 
285 

8.996 
262 

8.500 

2000 

$172,725 
112 

59,362 
0 

12,607 
1.349 
7.355 
294 
0 

262 
3.000 

2001 

$184,545 
114 

61,520 
0 

10,847 
1.403 
7.722 
305 
0 

262 
11.000 

2002 

$199,503 
115 

56,672 
0 

9,464 
1,459 
8,109 
318 
0 

262 
14.000 

2003 

$222,353 
117 

57.050 
0 

9.216 
1318 
8314 
330 
0 

262 
4.000 

2004 

$242,992 
118 

61,303 
0 

9,683 
1.578 
8.940 
343 
0 

262 
0 

200S 

$256,635 
120 

65.381 
0 

10,486 
1,641 
9,387 
357 
0 

262 
0 

2006 

$270,703 
121 

64.040 
0 

11.579 
1.707 
9.856 
371 
0 

262 
(5.000) 

1998 
Actual'" 

$152,716 
120 

48.977 
80 

20.472 
6.291 
16,137 
281 

37.553 
(410) 

(5.000) 

246.810 

1.36 

257,066 

1.25 

277,718 289,902 303,360 325.219 344.269 

1.33 1.26 1.28 1.35 1.38 

353,639 

. 155.674 

91,136 

91,136 
66,796 

161,031 

96.035 

96.035 
77.061 

168,169 

109,549 

109.549 
82.654 

175,025 

114,877 

114,877 , 
91,274 

179.208 

124.152 

124,152 
96,827 

187,655 

137,564 

137,564 
102,040 

195,548 

148,721 

148,721 
107,792 

203,559 

150,080 

150.080 
112.905 

130,325 

146,892 

146,892 
56,538 

1.33 

277,217 

2.60 

(1) Includes toterest on Debt Service Reserve Fund as indicated to the Authority's financial statements, but excludes mterest on (instruction Fund. 
(2) Included to comply witii die Ctontinutog Disclosure Agreement entered into to connection witii die issuance of tiie Series 1995 Bonds and Series 1997 Bonds. 
(3) Projected amounts toclude services rendered to odiers. 
(4) See paragraph 4 under "Projected Operating Results" below for die possible effect of Proposition 218 on the City's ability to set rates and charges sufficient to make die projected deposits 

to die Rate Stabilization Fuiid. 
(5) See paragraph 7 under "Projected Operattog Results" below. 
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Projected Operating Results 

Table 14 provides the operating revenues of die Wastewater System for the fiscal years ending June 30, 
1999 dirough June 30, 2006. 

The foUowmg reflects the principal assumptions used in the preparation of tiiese financial projections: 

1. The Mettopohtan System wiU continue to be owned and operated by the City and the faculties 
contained in the MettopoUtan Wastewata Plan wiU be constructed and come into operation as currendy 
planned by the City. 

2. The City wiU continue to maintain a 45-day operating reserve. 

3. Maintenance and opaations e;q>enditures (in thousands) for the fiscal years ending June 30, 
1999 dmough June 30, 2006 wUl be as foUows: 

Municqial System 
Metropohtan System 
TOTAL 

1999 
$58,565 
$97,109 

$155,674 

2000 
$58,978 

$102,053 
$161,031 

2001 
$61,670 

S106.499 
$168,169 

2002 
$64,251 
$110,774 
$175,025 

2003 
$ 64,333 
$114,875 
$179,208 

2004 
$68,440 
$119,215 
$187,655 

2005 
$71,564 
$123,984 
$195,548 

2006 
$74,616 
$128,943 
$203,559 

Inflation rates were appUed to maintenance and opaations estimates as foUows: 3.0% for fhe fiscal years 
ending June 30, 2000 and 4.0% p a year for each fiscal year thereafta. 

4. For tfae fiscal years ending June 30, 1999 through June 30, 2006, growth projections of single 
family residential accounts are based iqxm growth projections of population prepared by the San Diego 
Association of Governments. Sewer service charges are assumed to inaease by 5.0% in March 1999, 
March 2000 and Mardi 2001, 10% m March 2002, 9% m March 2003 and 4% each March m 2004 
through 2006. The City CouncU dhrected MWWD staff to form a citizen's review committee to work 
with die MWWD with a view to rechicing the 10% rate mcrease in fiscal year 2002 and the 9% increase 
m fiscal year 2003. 

It is unclear whetfaer unda Proposition 218 die City can make dqiosits to the Rate Stabilization 
Fund. If it w a e determined that Prcqxisition 218 prevented die City from setting rates and charges 
sufficient to make the dqwsits projected on Table 14 (and assuming fhe City would not be prevented 
from making die withdrawals projected on Table 14) and without making any alterations to the offaa 
financing assiurptions, tfae projected rate maeases as described above would not cfaange because the City 
is projecting only wididrawals from 1999-2005 and one deposit m 2006. See "WASTEWATER 
SYSTEM FINANCIAL OPERATIONS - Inqiact of Propositio9 218 on Sewa Service Rates and 
Charges." 

No inaeases in edacity charge rates are assumed. New system hook-ups (measured in EDU's) 
are projected based on tfae average of tfae last five years, increased at S.0% p a year. These projections 
are summarized below. 
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$27.03 

206,963 

$159,347 

$2,500 
3,045 

$28.38 

210,665 

$172,725 

$2,500 
3,198 

$29.80 

213,691 

$184,545 

$2,500 
3,358 

$32.78 

216,716 

$199,503 

$2,500 
3.525 

$35.73 

219,741 

$222,353 

$2,500 
3,702 

$37.16 

222,766 

$242,992 

$2,500 
3,887 

$38.65 

225,791 

$256,635 

$2,500 
4,081 

$40. 

228,3 

$270,7 

$2,5 
4.2 

For the Fiscal Year Ending June 30, 
Projected 

1999 2000 2001 2 0 ^ 2003 2004 2005 2006, 
Stogie-Family 

Montfaly Service Charge 
(Average) 

Stogie-Family 
Residential Accounts 

Total Service Cfaarge 
Revenues (000) 

Capacity Charge 
(Per EDU) 

Annual Increase to EDU's 
Total edaci ty Charge 

Revenue (000) $7,004 $7,355 $7,722 $8,109 $8,514 $8,940 $9,387 $9,8 

5. The City wiU fimd tfae coital costs of the Wastewater System Capital hnprovement Plan from a 
combination of proceeds of hidebtedness and Wastewater System revenues as set forth m Table 5. 

6. The average annual mterest rate on indebtedness issued to finance the Wastewater System 
Capital Inqirovement Plan wiU be 5.5% for fiscal year 1999 and 6.5% thaeafter dirough fiscal year 
ending June 30, 2006, and such debt wiU be amortized o v a 30 years from time of issuance. 

7. The amount of indebtedness (in thousands) that wiU be issued in each of tfae fiscal years ending 
June 30, 1999 tfarougfa June 30, 2006 to fimd the Wastewata System Coital Inqirovement Program wiU 
be as foUows: 

Prindpal Amount 
Fiscal Year Ending June 30 (in thousands) 

1999 $298,176 

2000 $ 0 

2001 $146,169 

2002 $ 78,968 

2003 $ 66,207 

2004 $ 69,863 

2005 $ 80,308 

2006 $ 53,192 

Tfae amount of the indebtedness assumed to be issued in 1999 is less tfaan tfae aggregate ainount of tfae 
Series 1999 Bonds ($315,410,000). Tfae interest rates assumed in die preceding paragrapfa 6 for die 
indebtedness are faigha than tfae intaest rates that ffae Series 1999 Bonds wiU bear. Accordingly, die 
projected debt service f a die indebtedness incurred m 1999 sfaown in Table 14, wfaicfa is based iqion an 
assumed issuance of indebtedness in 1999 of $298,176,000, is approximately fhe same as die actual debt 
service on die Series 1999 Bonds. 

Including die issuance of the Parity Bonds in 1993, 1995 and 1997, the total amount of indebtedness 
described above is <q>proximately $1,643 biUion (includmg approximately $418 miUion of debt related to 
the Municipal System). Not reflected in die foUowing financial projections is anotha potential source of 
fimds tfaat ffae City is pursmng through the State of California State Revolving Fund Program operated by 
the State Board. Any amounts obtained by die City pursuant to ffae State Revolving Fund Program would 
replace and ffaus reduce tfae principal amount of any new bond issues wfaicfa are sfaown above. 
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8. Tbe average annual mterest rate on invested funds wiU be 5.0%, with the exception being 4% in 
fiscal year 1999 only. 

9. The City and the 14 Participating Agencies have entered into the 50-year Regional Wastewater 
Disposal Agreement. The new agreement resolves aU items previously in dispute, as referred to in the 
Prior Official Statement. The new agreement provides for the Participating Agencies to pay their 
proportionate share of Mettopohtan System costs as described under "WASTEWATER SYSTEM - The 
Particqiating Agencies and the Regional Wastewater Disposal Agreement." The Participating Agencies 
wiU contribute approximately 30% ofthe total Mettopohtan System effluent flow. 

10. Annual flows of the City for fiscal years ending June 30, 1999 through June 30, 2006 wiU be as 
foUows: 

Annual 
Flows - mgd 

Percent (%) 
Increase 

1999 

140 

-5.41 

2000 

139 

•0.71 

2001 

141 

1.44 

2002 

144 

2.13 

2003 

146 

1.39 

2004 

149 

2.05 

2005 

151 

1.34 

2006 

153 

1.32 

11. The EPA wiU extend the City's waiva from the secondaty tteatment standards of tfae Clean 
Wata Aa and certain requirements of OPRA wiU be amended as discussed unda "ACTIONS UNDER 
THE CLEAN WATER ACT - ReUef From Secondaty Treattnent Standards." The consequences of not 
obtaining the waiver fit>m secondaty tteatment standards and the amendments to the requironents of 
OPRA woidd significandy affect die projections sa forth above. 

LABOR RELATIONS 

Approximately 98% of the MWWD enqiloyees are represented by eitfaa ffae Municipal Enqiloyees 
Assodation ("MEA") or ffae American Federation of State and County Municipal Enqiloyees ("Local 127"). In 
general, the MEA represents aU technical, professional, and siqiervisoty staff and administrative siqqiort pasonnel. 
Local 127 represents maintenance workers, laborers, skiUed trades positions and equipment operators. 

MEA represented enq>loyees and Local 127 represented enq>loyees received a 3% pay inaease effective 
Decemba 30, 1995, a 3% increase effective Decemba 28, 1996 and a 4% mcrease effective Decemba 27, 1997. 
Tfae cuirent agreements witfa both ^ iq i s of enqiloyees provide fOT a 2% pay maease effective Decemba 26,1998, 
a 4% increase in Decemba 1999 and a 2% increase in July 2000. These agreements expire on June 30,2001. 

PENSIONPLAN 

AU fhe MWWD enqiloyees along with aU other City employees and enqiloyees ofthe San Diego Unified 
Port District, participate in die City Enqiloyees' Retirement System ("CERS"). As a multiple-employa pubhc 
enqiloyee retirement system, CERS acts as a common investment and administrative agent for both die City and ffae 
San Diego Unified Port District CERS provides retirement benefits to aU of its menibers througfa a variety of 
benefit plans. 

The CERS plans are stractured as defined benefit plans in whicfa benefits are based on salaty, lengdi of 
service and age. Tfae MWWD employees and offaa City enqiloyees are required to contribute a percentage of dieir 
annual salaty to CERS. State legislation requires ffae City to contribute to CERS at rates detennined by actuarial 
valuations. 

Tfae City's last actuarial evaluation dated June 30, 1997 stated tfae fimding ratio (Vahiation of Assets 
available for Benefits to Total Actuarial Accraed LiabUity), of tfae CERS fimd to be 94.2%. Tfae CERS fund has an 
Unfimded Actuarial Accraed LiabUity ("UAAL") of $105.6 miUion as of June 30, 1997. The UAAL is tfae 
diffaence between total actuarial accraed liabihties of $1,822 biUion and assets aUocated to fimding of 
$1,717 biUion. The UAAL is amortized ova a 30-year period whicfa started July 1, 1991, widi each year's 
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amortization payment reflected as a portion of the percentage of payroU representing tfae enqiloya's contribution 
rate. As of June 30,1998 thae wae 23 years remaining in tfae amortization period. 

INSURANCE 

The MWWD is self-insured for workers' conqiensation and long-teim disabUity and for pubhc liabihty 
claims exposure up to $1,000,000 pa occurrence. For habflity between $1,000,000 and $24 mUhon, the MWWD is 
covaed by tfae City wfaicfa purchases insurance from commadal hisuras in layers for its pubhc liabihty e^qiosure. 

The annual budga and expenditures for liabihty claims of die Wastewata System for fiscal years 1994 
through 1999 is reflected in Table 15 as foUow: 

Table 15 
UABDLnY CLAIMS BUDGET AND EXPENDITURES 

Fiscal Years Endmg June 30,1994 to 1999 
(Unaudited) 

Fiscal Year Budget Expenditure 

1994 $1,464,000 $1,710,000 

1995 $1,464,000 $1,458,000 

1996 $1,464,000 $ 964,295 

1997 $1,464,000 $ 905,166 

1998 $1,464,000 $2,714,552 

1999 $1,464,000 

The City maintains commercial property insurance on aU City owned buUdings of an insurable nature, and 
currendy carries pnqierty and extended loss insurance coverage of $200 milhon p a occmrence widi a $25,000 
deductible on aU City buUdings, and earthquake insurance coverage of iq> to $100 milhon on aU bond-fiinded 
buUdings. Dependmg on availabihty and affordabiUty of such earthquake insurance, tfae City may elect not to 
purchase such coverage in die fiiture. The Qty does not maintain any casualty insurance on the pqielines of die 
Wastewata System as sucfa insurance is not commadaUy available. 

Insurance fOT tfae projects contenqilated by the Wastewata System Capital hxqjrovemenf Plan is provided 
by the City through an Owna ControUed Insurance Program tfarough a single private insurance conqiany which 
provides liabihty insurance coverage in the amount of $100 miUion. The Owna ControUed Insurance Program 
provides general liabihty, workers' conqiensation and buUda's risk property insurance for aU contractors working 
on die MWWD's constmction sites. 

INVESTMENT OF FUNDS 

The Treasura of die City, in accordance with tfae Cfaarta of tfae City, is responsible fOT investing die 
une:q>ended casfa in tfae Tieasura's pooled operating mvestment fimd (die 'Tool"). Responsibihty fw tfae daUy 
investment of fimds in ffae Pool is delegated to tfae City's Investment Offica. Tfae City is tfae only participant in ffae 
Pool; tfaere are no odia Pool participants eitfaa volimtaty or involuntaty. Tfae investment objectives ofthe Pool are 
preservation of coital, hquidity and return. 

Oversight and Reporting Requirements 

The City Treasura provides an investment report on a montfaly basis to the City Manager, tfae City 
Auditor/ConqittoUa, and die City CouncU and annuaUy presents a statement of investment pohcy (the "Investment 
Giudelines") to die City Managa, tfae City CouncU and the City Managa's Investment Advisoty Committee. The 
Investment Advisoty Committee was established in Marcfa 1990 and is conqirised of tfae City Auditor and 
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ConqittoUa, tfae Financial and Tecfanical Services Deputy City Managa and two investment professionals from the 
private sector. The Committee is charged widi oversigfat responsibihty to review on an on-going basis tfae 
Investment Guidelines and practices of tfae City Treasura and recommend changes. Investments in tfae Pool are 
audited by an independent fiim of certified pubhc accountants as part of tbe overaU audit of the City's financial 
statements. 

The City's investment section utilizes outside services to provide investment portfoho valuations and 
accounting and reporting services. The service provides inonthly portfoho valuation, investment performance 
statistics and otha statistical security reports whicfa are distributed to the City Treasura accounting section and the 
City Auditor and ConqittoDa's office for review and reconciliation. The City Treasmy accounting section prepares 
a series of monthly reports, whicfa includes portfoho maiket valuation, and distributes these to the Mayor, City 
Council, City Managa and otfaa officials. 

Authorized Investments 

Investments in the Pool are governed by State law and fiirtha restricted by die City's Investment 
(juidelines. Tfae Investment Guidelines have been written with safety of principal being fheur foremost objective. 
Permitted investments include U.S. Treasury securities, U.S. Agency securities, corporate medium tenn notes, 
money market instruments and the Local Agency Investment Fund (CaUfomia State Pool). Reverse repurchase 
agreements ("reverse repos") are restricted to 20% of die base value of fhe portfoho and are govemed by various 
maturity restrictions as weU. A reverse repo is a transaction in wfaicfa tfae Pool sells a security and concurrentiy 
agrees to buy it back from tfae same party at a lata date for a price that includes an interest conqxmenf fOT die Pool's 
use of die money. Thae wae no reverse repos outstanding as of Decemba 31,1998. The main cqierating fimds of 
die City are being managed in two separate portfohos. In its management of die "Liquidity" portfoho, conqnrising 
about 50% of the total fimds, tfae City invests in a variety of debt securities witfa maturities ranging fiom one day to 
one yeai; it measures its performance against ffae MeiriU Lyncfa 3 to 6 montfa U.S. Treasmy BiU Index. The 
remaining 50% of die fimds are managed in a separate "Core" portfoho diat consists of a variety of debt securities 
ranging from one day to five years; it measures its perfonnance against the MerriU Lynch 1 to 3 year U.S. Treasmy 
Index. Safety of principal and hquidity are the paramount considerations in tfae management of both portfohos. 

The Pool does not engage in securities lending transactions. 

Pool Liquidity and Other Characteristics 

Tfae Pool (mchidmg botfa tfae "Liquidity" and tfae "Core" portfohos) is faigfaly hquid. As of Deceniba 31, 
1998, approxhnately 18% of tfae Pool investments matured widiin 61 days, 23% within 92 days and 47% widiin 182 
days (on a cumulative basis). As of Decemba 31, 1998, die Pool had a wdgfated average maturity of 1.12 years 
(408 days) and its weighted yield was 5.573%. As of June 30, 1998, approximately 21% of die Pool investments 
matured witfain 60 days, 30% widiin 91 days and 36% witfam 184 days (on a cimnilative basis). As of June 30, 
1998, die Pool had a weighted average maturity of 1.13 years (412 days) and its weighted yield was 5.92%. For 
puiposes of calculating weighted average maturity, ffae City Treasura treats investments in tfae Statewide Local 
Agency Investment Fund (California State Pool) as maturing widiin one day. The Liquidity portfoho has a duration 
of .32 years as of Decemba 31, 1998 and tfae (Tore portfoho faas a duration of 1.64 years as of Decemba 31,1998. 
Duration is a measure of the price volatihty of the portfoho and reflects an estimate of the projected inaease or 
deaease in tfae value ofthe portfoUo based upon a decrease or increase in interest rates. Accordingly, the Liquidity 
portfoho should deaease in market value .32% for evety 1% increase in maiket interest rates whUe tfae Core 
portfoUo sfaould deaease in market value by 1.64% for every 1% increase in maricet rates. The Pool's conqiosition 
is designed widi a goal of having sufficient hquid fimds available to meet disbursement requirements. In general, 
Ifae composition and value of investments unda management in the City's Investment Pool wiU vaty from time to 
time depending on the casfa flow needs ofthe City, maturity or sale of investments, purchase ofnew securities and 
fluctuations in interest rates. 
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Table 16 
SUMMARY OF ASSETS BV THE 

O T Y OF SAN DIEGO POOLED INVESTMENT FUND 
(In MiUions of DoUars) 

As of December 31,1998 
(Unaudited) 

U.S. Treasuries 
Federal Agency Securities 
Medium Term Notes (Corporate)^^ 
Money Maiket Instruments^'^ 
Local Agency Investment Fund 

Total Assets 

Book Value 

$301,711,419 
461,268,660 
115,933,277 
124,767,196 
10.747.807 

$1,014,428,359 

Market Value 

$303,195,313 
464,136,639 
116,132,656 
124,140,903 
10.747.807 

$1,018,353,318 

Pacent of Total" 

29.74% 
45.47 
11.43 
12.30 

1.06 

100% 

(») 

(1) Based on Book Value. 
(2) These notes consist of botii fixed and floating toterest rate securities. The notes with floating toterest rates are reset at totervals 

rangtog fiom one day to three months. 
(3) These securities consist of commercial psqier. negotiable certificates of deposit, temi and ovemight repurchase agreements, banker's 

acceptances, bank notes and tinift notes. 

The foUowing table presents die mformation contamed above in Table 16 for the year ended June 30,1998 
in orda to conqily widi the Continuing Disclosure Agreement entered into in coimection with tfae issuance of tfae 
Series 1997 and die Series 1995 Bonds. 

SUMMARY OF ASSETS IN THE 
CITY OF SAN DIEGO POOLED INVESTMENT FUND 

(In MiUions of DoUars) 
AsofJune30,1998 

U.S. Treasuty BiUs and Notes 
Federal Agency Securities 
Medium Term Notes (Ck>iporate)^^ 
Money Maiket Investments^^ 
Local Agency Investment Fund 

Total Assets 

Book Value 

$338,466,412 
446,800,723 
111,418,808 
125,897,596 
10.450.169 

$1,033,033,708 

Marka Value 

$340,362,500 
447,426,973 
110,872,229 
125,979,589 

10,450,169 

$1,035,091,460 

Pacent of Total^'' 

32.76% 
43.25 
10.79 
12.19 

1.01 

100% 

(1) Based on Book Value. 
(2) These notes consist of botii fixed and floating toterest rate securities. The notes with floating toterest rates are reset at totervals 

rangtog fiom one day to tiiree montfas. 
(3) These securities consist of commercial paper, negotiable certificates of deposit, term and ovemight repurchase agreements, banker's 

acceptances, bank notes and thrift notes. 

Derivatives 

As of Decemba 31, 1998 and since Octoba 14, 1997, the Pool faas faad no assets invested in stractured 
notes or derivatives. The City Treasura defines a derivative as a financial instrument whose value is derived from 
an undalying asset price, index or rate, e.g. options, fiitures or intaest rate swaps. A stractured note is an 
investment mstmment tfaat can contam witfain its stmcture various combmations of derivatives sucfa as imbedded 
calls and intaest rate swaps that wiU offa returns to an mvestor widiin a defined set of parameters and interest rate 
scenarios, e.g. step-ups, multiple-indexed notes, inverse floaters or leveraged constant maturity notes. The City 
Treasura does not define fixed rate notes, debentures widi caU features OT single index non-leveraged floating rate 
notes, e.g. montfaly LIBOR plus or minus a spread, as stractured notes. The City Treasura limits stractured notes 
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ehgible for purchase to those investments, whicfa at tfae time of purcfaase, faave no risk of principal loss if held to 
maturity and offa an estimated retmm at purchase tfaat exceeds fhe retum on a comparable fixed term investment in 
the judgment ofthe City's Investment Offica. The Gity Treasurer does not permit the purchase of securities diat 
have a negative amortization of princqial. In addition, California law prohibits tfae purchase of inverse floaters, 
range notes or intaest only strips tfaat are derived from pools of mortgages. 

Reverse Repurcfaase Agreonents 

As of Septemba 30, 1998 and since Septeniber 18. 1996. tfae City faas had no reverse repos in the Pool. 
The Investment Guidelines require diat aU proceeds ofa revase repo be reinvested in securities whose maturity date 
or covpon reset date mateh tfae maturity on tbe reverse repo. The Investment Guidelines limit the use of reverse 
repos to 20% of die base value of the Pool. The City's reverse repo program is monitored daily and reported 
monthly, as described above unda "Oversight and Reporting Requirements." 

TAX MATTERS 

In the opinion of Orrick, Herrington & SuteUffe LLP, Los Angeles, Caiifomia and Websta & Anderson, 
Oakland, California, Co-Bond Counsel, based upon an analysis of existing laws, regulations, rulings and court 
decisions, and assuming, among offaa matters, conpliance with certain covenants, interest on die Series 1999 Bonds 
is excluded from gross income for federal income tax puiposes unda Section 103 of tfae Intemal Revenue Code of 
1986 (ffae "Code") and is exenqif fixim State of California peisonal income taxes. Co-Bond (Dounsel are of die 
fiirdia opinion that interest on the Series 1999 Bonds is not a specific prefaence item fOT purposes of ffae federal 
individual or coiporate alternative Tninirmini taxes, altfaougfa Co-Bond Counsel observe tfaat sucfa interest is included 
in adjusted cuirent earnings wfaen calculating coiporate alternative minitmnn taxable income. A conqilete copy of 
die proposed form of opinion of Co-Bond Counsel is set fortfa in Appendix E faereto. 

To tfae extent die issue price of any maturity of die Series 1999 Bonds is less than die amoimt to be paid at 
maturity of such Series 1999 Bonds (excludmg amounts stated to be interest and payable at least annuaUy ova the 
tenn of sucfa Series 1999 Bonds) tfae diffaence constitutes "original issue discount" tfae accrual of wfaicfa, to ffae 
extent prqpaly aUocable to eacfa owna thereof, is treated as interest on Ifae Series 1999 Bonds wfaicfa is excluded 
from gross income for federal income tax purposes and State of California personal income taxes. For tiiis purpose, 
die issue price ofa particular maturity of die Series 1999 Bonds is tfae first price at whicfa a substantial amount of 
sucfa maturity of tfae Series 1999 Bonds is sold to tfae pubhc (excluding bond houses, brokers, or similar persons or 
organizations acting in tfae capacity of underwriters, placement agents or wfaolesalers). The original issue discount 
witfa resped to any maturity ofthe Series 1999 Bonds accmes daUy o v a fhe t a m to maturity of such Series 1999 
Bonds on the basis of a constant interest rate conqiounded semiannuaUy (with straight-line interpolations between 
compounding dates). The accming original issue (hscount is added to die adjusted basis ofsuch Series 1999 Bonds 
to detennine taxable gain OT loss upon disposition (including sale, redenqition, or payment on maturity) of such 
Series 1999 Bonds. Owners of tfae Series 1999 Bonds sfaould consult tfaeir own tax advisors with respea to die tax 
consequences of ownersfaqi of Series 1999 Bonds witfa original issue discount includmg the treattnent of purchasers 
who do not purchase such Series 1999 Bonds in the original offering to the pubhc at fhe first price at wfaicfa a 
substantial amount of sucfa Series 1999 Bonds is sold to die pubhc. 

The Series 1999 Bonds purchased, whetfaer at original issuance or odierwise, for an amount greata dian 
tfaeir principal amount payable at maturity (or, in some cases, at tfaeir earha caU date) ("Premium Bonds") wiU be 
tteated as having amortizable bond premium. No deduction is aUowable for the amortizable bond premium in ffae 
case of bonds, like die Premium Bonds, tfae interest on wfaicfa is excluded from gross income for federal income tax 
purposes. Howeva, ffae amoimt of tax exenqif interest received, and a purchasa's basis in a Premium Bond, wiU be 
reduced by the amount of amortizable bond premium prcqialy aUocable to sucfa purcfaasa. Owners of Premium 
Bonds sfaould consult tfaeir own tax advisors witfa respea to the propa tteatment of amortizable bond premium in 
their particular circumstances. 

The Code inqioses various restrictions, conditions and requirements relating to Ifae exclusion from gross 
income for federal income tax puiposes of interest on obhgations sucfa as tfae Series 1999 Bonds. The City and die 
Authority faave covenanted to conqily widi certain restrictions designed to insure diat interest on the Series 1999 
Bonds wiU not be included in federal gross income. FaUure to conqily with ffaese covenants may result in interest on 
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the Series 1999 Bonds being included in gross income for federal income tax puiposes, possibly from the date of 
original issuance of the Series 1999 Bonds. The opinion of Co-Bond Counsel assumes comphance with these 
covenants. Co-Bond Counsel faave not undertaken to determine (or to mfoim any peison) wfaetfaa any actions taken 
(or not taken) or events occurring (or not occurring) afta the date of issuance of the Series 1999 Bonds may 
adversely affea tfae value of, or tfae tax status of intaest on, tfae Series 1999 Bonds. Furtha, no assurance can be 
given that pending or fiiture legislation or amendments to the Code, tf enaaed mto law, or any proposed legislation 
or amendments to the Code, wiU not adveisely affect tfae value of, or tfae tax status of interest on, tfae Series 1999 
Bonds. Prospective Beneficial Owners are urged to consult tfaeur own tax advisors widi respect to proposals to 
restracture tfae federal income tax. 

Certam requirements and procedures contamed or refened to m tfae Indenture, tfae InstaUment Purcfaase 
Agreement tfae Tax Certificate and otha relevant documents may be changed and certain actions (including, 
witfaout hmitation, defeasance of tfae Series 1999 Bonds) may be taken or omitted unda the curcumstances and 
subject to fhe tenns and conditions set fortfa in sucfa documents. Co-Bond Counsel e^qiress no opinion as to any 
Series 1999 Bond or tfae interest tfaaeon tf any sucfa cfaange occurs or action is taken or omitted iqion tfae advice or 
approval of bond counsel otfaa tfaan Oirick, Herrington & Sutoliffe LLP and Websta & Anderson. 

Altfaougfa Co-Bond Counsel are of tfae opinion tfaat interest on tfae Series 1999 Bonds is excluded from 
gross income for federal income tax puiposes and is exenqif from State of .Cahfomia personal income taxes, ffae 
ownersfaip OT disposition of, or the accrual or receipt of interest on, the Series 1999 Bonds may affea a Beneficial 
Owna's federal OT state tax liabihty. The nature and extent of diese otfaa tax consequences wiU depend upon tfae 
particular tax status of die Beneficial Owna or tfae Beneficial Owna's otfaa items of income or deduction. Co-
Bond Ckiunsel ê qnress no opuiion regarding any sucfa odia tax consequences. 

INDEPENDENT ACCOUNTANTS 

The financial statements of die Sewa Revenue Fund for the fiscal years ended June 30, 1998 and 1997, 
attached hereto as Appendix A to tfais Official Statement have been audited by Calderon, Jaham & Osbom, 
independent accountants, as sa fortfa in tfaeur report dated Novemba 24,1998. 

RATINGS 

Moody's Investors Service ("Moody's"), Standard & Poor's Ratings Groiqi ("S&P") and Fitoh IBCA, Inc. 
("Fitcfa") faave assigned ratings of "Aaa," "AAA" and "AAA," respectively, to the Insured Series 1999 Bonds based 
upon die issuance of fhe Pohcy by Fmancial Guaranty Insurance Conqiany. See "SECURITY FOR THE SERIES 
1999 BONDS - Bond Insurance." Moody's, S&P and Fitoh faave assigned ratings of "Al," "A" and "A+," 
respectively, to tfae Series 1999 Bonds maturing on May 15,2000 and May 15,2001 (wfaicfa Bonds are not insured). 
Sucfa ratings reflea only tfae views of sucfa oiganizations and any deshred explanation of die significance of such 
ratings sfaould be obtained fixim ffae rating agency finrnisfaing tfae same, at the foUowing addresses: Moody's, 99 
Churcfa Sheet New Yoric, New York 10007; S&P, 25 Broadway, New York, New York 10004; and Fitefa IBCA, 
Inc., One State Strea Plaza, New York, New Yoik 10004. Such ratings are not a recommendation to buy, seU or 
bold ffae Series 1999 Bonds. GeneraUy, a rating agency bases its rating on ffae infoimation and materials finnisfaed to 
it and on mvestigations, studies and assiinq>tions of its own. There is no assurance diat such ratings wiU continue 
for any given period of time or that sucfa ratings wiU not be revised downward ar wiffadrawn entirely by die rating 
agendes, tf in tfae judgment of such rating agencies, circumstances warrant Any such downward revision or 
withdrawal of such ratings may have an adverse effed on tfae marka price or marketabihty of ffae Series 1999 
Bonds. Tfae Audiority and tfae City assume no responsibihty eidia to notify die owners of any proposed change m 
or wididrawal of any such rating subsequent to ffae date faereof, OT to contest any sucfa revision or wididrawal. 

f 
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FINANCLU. ADVISORS 

Montague DeRose and Associates, Pasadena, Cahfomia and P.G. Corbin & Conqiany, Inc., Benicia, 
Cahfomia, have acted as financial advisor to fhe City in connection with the issuance ofthe Series 1999 Bonds. The 
Financial Advisor is not obhgated to undertake, and has not undertaken to make, an independent verification or 
assume responsibihty for tfae accuracy, conqileteness, or faimess of tfae infonnation contained in tfais Official 
Statement 

CERTAIN LEGAL MATTERS 

The vahdity of the Series 1999 Bonds and certain otha legal matters are subject to the approving opinion 
of Orrick, Heirington & Sutoliffe LLP, Los Angeles, Cahfomia and Webster & Anderson, Oakland, Clahfomia, Co-
Bond Counsel. A complete copy of the proposed form of Co-Bond Counsel opinion is attacfaed as Appendix E. Co-
Bond Counsel, as sucfa, undertake no responsibihty f a tfae accuracy, completeness or faimess of tfais Official 
Statement Certam legal matters are subject to die approval of Casey Gwinn, Esq., die City Attomey of tfae City of 
San Diego and General Ciounsel to tfae Autfaority and Oirick, Heirington & Sutoliffe LLP, Los Angeles, C âhfomia, 
Disclosure Counsel. O'Melveny & Myers LLP has aaed as counsel to tfae Underwriters for specified purposes. 
O'Melveny & Myers LLP was not engaged to make, and faas not made, any investigation relating to, and assumes no 
responsibility for, die accuracy, completeness or faimess of tbis Official Statement 

UTIGATION 

There is no htigation pending concerning tfae vahdity ofthe Series 1999 Bonds, tfae coiporate existence of 
tfae City OT ffae Autfaority, or tfae titie of tfae officers to dieir respective offices. 

UNDERWRITING 

Tfae Series 1999 Bonds are to be purcfaased by Bear, Steams & (Do. Inc., NationsBanc Montgomay 
Securities LLC, The Chapman Conqiany, First Albany Corporation and Prudential Securities, as Underwriters, at a 
price whicfa includes an underwriters' discount of $1,465,879.73. The Underwriters are committed to purchase aU 
the Series 1999 Bonds tf any are purchased. The Underwriters may offa and seU die Series 1999 Bonds to certain 
dealers (including depositing die Series 1999 Bonds into investment trusts) and odiers at prices Iowa than tfae 
offering prices stated on tfae inside cova of tfais Official Statement Afta ffae initial pubhc offering, fhe pubhc 
offering prices of die Series 1999 Bonds may be cfaanged fiom time to time by die Underwriters. 

CONTINUING DISCLOSURE 

Tfae Audiority faas deteimined diat no financial or operating data concerning tfae Autfaority is material to an 
evaluation of die offering of ffae Series 1999 Bonds OT to any decision to purchase, hold OT sell die Series 1999 
Bonds and tfae Autfaority wiU not provide any sucfa infonnation. Tfae City faas undertaken aU responsibihties for any 
continuing disclosure to Bondfaolders as described below, and tfae Autfaority sfaaU have no liabihty to the 
Bondholders ofthe Series 1999 Bonds or any otfaa person widi respea to S.E.C. Rule 15c2-12. 

Tfae City faas covenanted for die benefit of Bondholders and beneficial owners ofthe Series 1999 Bonds to 
provide certain financial infomiation and operating data relating to die City by not lata dian 270 days foUowing fhe 
end of tfae City's fiscal year (whicfa fiscal year currendy ends June 30) (the "Annual Report"), commencing witfa tfae 
report for die 1998-99 fiscal year, and to provide notices ofthe occurrence of certain enumerated events, tf material. 
The Annual Report wiU be filed by tfae Trustee, as die initial dissemination agent (tfae 'T^issemination Agent") on 
behatf of tfae City witfa each NatipnaUy Recognized Municipal Securities Information Repositoty and the State 
Repositoty, tf any. The notices of material events wiU be filed by fhe Dissemination Agent on behatf of tbe City 
witfa die Municqial Securities Rulemaking Board, each NationaUy Recognized Municipal Securities Infonnation 
Repositoty and the State Repositoty, tf any. The specific nature of the infoimation to be contained in die Annual 
R ^ r t or the notices of material events is summarized below unda die caption APPENDIX G — 'TORM OF 
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CONTINUING DISCLOSURE AGREEMENT." These covenants have been made m order to assist die 
Underwriters in conqilying with S.E.C. Rule 15c2-12(b)(5). The City faas neva faUed to conqily in aU material 
respects widi any previous undertakings witfa regard to said Rule to provide aimual leports or notices of material 
events. ' 

AVAILABILITY OF DOCUMENTS 

Copies of the Official Statement, the Indenture, the Installment Purchase Agreement the Continuing 
Disclosure Agreement fhe City Cfaarta, ffae Sewa Revenue Fund audited financial statements and additional 
infonnation relating to die City and die Series 1999 Bonds wiU be available, upon written request, from the office of 
die City Qak, City Admmistration BuUdmg, 202 C Stteet MS 2A, San Diego, Cahfomia 92101. Additional copies 
of the Official Statement wiU be made available iqion request from the Financial Advisors, c/o Montague DeRose 
and Associates, 117 East Colorado Boulevard, Suite 440, Pasadena, CaUfomia 91105, (626) 585-9797. 

MISCELLANEOUS 

The puipose of diis Official Statement is to supply information to prospective buyers of die Series 1999 
Bonds. Refaences are made herein to certain documents and reports that are brief summaries fhaeof tfaat do not 
puiport to be conqilete or definitive, and lefaence is made to sucfa documents and reports for fiiU and conqilete 
statement of tfae contents tfaaeof. 

Any statements in diis Official Statement involving matters of opinion, wfaetfaa or not e^qiressly so stated, 
are intended as sucfa and not as representations of & a This Official Statement is not to be constraed as a contraa a 
agreement between the City and die purchasers or holders of any of tfae Series 1999 Bonds. Tfae preparation and 
distribution of fhis Official Statement have been authorized by the Audiority and die City. 

PUBLIC FAQLITIES FINANCING AUTHOIUTY 
OF THE CriY OF SAN DIEGO 

Bv: /s/ Patricia T. Frazia 
Authorized Representative 

c m r OF SAN DIEGO 

Bv: Ist Patricia T. Frazia 
Authorized Representative 
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APPENDIX A 
AUDITED FINANCIAL STATEMENTS OF THE SEWER UTILITY 

FOR YEARS ENDED JUNE 30,1998 AND JUNE 30,1997 



CALDERON, JAHAM & OSBORN 
AN ACCOUNTANCY CORPOf={ATION 

CERTIFIED PUBLIC ACCOUNTANTS & CONSULTANTS 
San Diego • El Centro 

INDEPENDENT AUDITORS'REPORT 

The Honorable Mayor, City Council > 
and City Manager ofthe 

City of San Diego, California 

We have audited the accompanying financial statements ofthe City of San Diego Sewer 
Utility as of June 30,1998 and 1997 and for the years then ended, listed as Exhibits A, 
B and C in the foregoing table of contents. These financial statements are the 
responsibility of the City of San Diego management. Our responsibility is to express an 
opinion on these financial statements based on our audits. 

We conducted our audits in accordance with generally accepted auditing standards and 
Govemment Auditing Standards, Issued by the Comptroller General of the United 
States. Those standards require that we plan and perform the audits to obtain 
reasonable assurance about whether the financial statements are free of material 
misstatement. An audit includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements. An audit also includes assessing 
the accounting principles used and significant estimates made by management, as well 
as evaluating the overall financial statement presentation. We believe that our audits 
provide a reasonable basis for our opinion. 

As described In Note 1 to the financial statements, the financial statements refen̂ ed to 
above present only the Sewer Utility Enterprise fund of the City of San Diego and are 
not intended to present the financial position of the City of San Diego, Caiifomia and 
results of its operations and the cash flows of its proprietary and similar trust fund types, 
in conformity with generally accepted accounting principles. 

As discussed in the notes to the general-purpose financial statements, as of July 1, 
1997, the City of San Diego Sewer Utility adopted Governmental Accounting Standards 
Board Statement No. 31, "Accounting and Financial Reporting for Certain Investments 
and for External Investment Pools." 

In our opinion, such financial statements present fairly, in all material respects, the 
financial position ofthe City of San Diego Sewer Utility at June 30,1998 and 1997 and 
the results of Its operations and its cash flows for the years then ended In confonnity 
with generally accepted accounting principles. 

Comerica Bank Tower 
1 0 600 "B* street Suite 1400 

San Olego, CA 92101 

Phone: 619/234-5137 
Fax: 619/234-5162 

E-mail: cjocpa@cjo.com 

mailto:cjocpa@cjo.com


In accordance with Govemment Auditing Standards, we have also issued our report 
dated November 24, 1998, on our consideration of the City of San Diego's intemal 
control over financial reporting and our tests of Its compliance with certain provisions of 
laws, regulations, contracts and grants. 

The supplemental information included as Exhibit E, Schedule of Allocation for Billing to 
Metropolitan System Sewer Utility (the "Schedule") has been subjected to the auditing 
procedures applied in the audit of the basic financial statements. In our opinion, such 
schedule presents fairly, in all material respects, the allocable costs of the Sewer Utility 
ofthe City of San Diego, Caiifomia for the year ended June 30,1998, in confomnity with 
various criteria specified in each contract with participating agencies. 

The scope of our audits did not include the supplemental information listed as Exhibits 
D & F, Schedules and Tables listed in the foregoing table of contents. Such infonnation 
has not been subjected to the auditing procedures applied in the audits of the basic 
financial statements and, accordingly, we express no opinion on it. 

November 24,1998 LcxJc£e/̂ uc>Y\ ̂  ̂ --jc>JLQ^yY\ ^- Ma^&CH/»^ 
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Sewer Utilitv 
BALANCE SHEETS, JUNE 30,1998 AND 1997 

June 30 

1998 1997 
ASSETS 

UTIUTY PLANT: 

Sewerage Plant in Sennce 

Constmction Work In Process 

Total 

Less Accumulated Depreciation 

TOTAL UTIUTY PLANT - NET. 

ADVANCES TO CITY OF SAN DIEGO INTERNAL SERVICE FUNDS (Note 4).. 

CONSTRUCTION GRANTS RECEIVABLE 

RESTRICTED ASSETS • BOND INTEREST AND REDEMPTION FUNDS: 

Cash with Custodian (Note 2) 

TOTAL RESTRICTED ASSETS 

DEFERRED CHARGES 

CURRENT ASSETS: 

Cash or Equity in Pooled Cash and Investments - Sewer Revenue 
Fund (Note 2 ) 

Accrued Interest Receivable 

Accounts Receivable • Principally from Customers (Less Allowance 
for Doubtful Accounts of $458,878 and $996,700 Respectively) 

Prepaid Expenses 

Due from other Funds 

TOTAL CURRENT ASSETS 

TOTAL ASSETS 

See Notes to Rnandal Statements. 

12 

$567,885,159 

1,547,507,716 

2,115,392,875 

180,784,324 

1,934,608,551 

11.785,146 

11.729.665 

47,446 

47,446 

20.892,400 

290,775.669 

3,682.749 

34.243.262 

35.800.178 

123.861 

364.625.719 

$2,343,688.927 

$556,147,650 

1,330,715,451 

1,886,863,101 

166,765,504 

1,720,097,597 

10,562,767 

7,341,842 

47,446 

47,446 

21,674,057 

300,527,748 

4,111,013 

29,640,612 

190,899.368 

3.653.213 

528.831.954 

$2.288.555.663 



Sewer Utility 
EXHIBIT A 

UABiL IT IES A N D EQUITY 

LONG-TERM DEBT: 

Installment Purchase Agreement - (Note 3) 

Loan Payable 

Total 

Less Due Within One Year 

TOTAL LONG-TERM DEBT 

CURRENT LIABILITIES: 

Accounts Payable 
Accrued Payroll 
Accrued Annual Leave and Sick Leave 
Accrued SPSP Contributions Payable 
Pension Liability 
Liability Claims 
Matured Long-Term Debt 
Interest Accrued on Long-Term Debt 
Long-Term Debt Due Within One Year. 

TOTAL CURRENT LIABIUTIES 

DEFERRED CREDITS: 

VHerred Contributions in Aid of Construaion 
Metropolitan Sewer Capacity Service Charge 
Deferred Developers Deposits 
TOTAL DEFERRED CREDPTS 

TOTAL LIABILITIES 

COMMITMENTS AND CONTINGENCIES (Notes 3 and 7) 

EQUfTY: 

Contributions In Aid of Construction: 
Federal 
State 
Municipal 
Local 
Developers 
Capacity Charge 
Other 

Total Contributions In AM of Construction 

Retained Earnings: 
invested in Assets ofthe System 
Rate Stabilization Resen/e 
Designated for Future Years' Capital Projects and Operations.. 

Total Retained Earnings 

TOTAL EQUITY 

June 30 

1998 1997 

$818,760,000 
100,000 

818,860,000 

15,430,000 

803,430,000 

18.546,217 
2,478.981 
3.575.812 

107.445 
264.871 

2,790.546 
47,446 

5.138,474 
15,430,000 

48.379,792 

2,913,967 
244,302 

8,381.076 

11,539.345 

863,349,137 

$833,625,000 
100,000 

833,725.000 

14,865,000 

818.860,000 

30,533,260 
1,872,084 
3,297,174 

88,671 
0 

1,568,113 
47,446 

5,209.061 
14.865,000 

57.480.809 

465.319 
291.586 

7.587.007 

8.343.912 

884,684,721 

f TAL UABILrriES AND EQUITY.. 

187,225,496 
22,890.120 
44.838,684 

9,476,799 
306.892.964 
220.592.723 

18,861.862 

810.778.648 

580,730.402 
45.000,000 
43,830.740 

669,561,142 

1,480,339.790 

$2,343,688,927 

171.977.892 
22,206.403 
44.484,964 

9,476.799 
301.724,272 
204.455.883 

18.861,862 

773,188,075 

590,682,867 
40.000,000 

0 

630,682.867 

1,403,870,942 

$2,288,555,663 
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Sewer Utilitv 
STATEMENTS OF INCOME AND RETAINED EARNINGS EXHIBIT B 
FOR THE YEARS ENDED JUNE 30,1998 AND 1997 

Year Ended June 30 

1998 1997 
OPERATING REVENUES: 

Sewer Service Charges: 

Inside City: 

Domestic. 

Commercial and Industrial 

Outside City: 

Domestic, Commercial and Industrial 

Treatment Plant Service for Others 

Total Seviier Service Charges 

Other Operating Revenues: 

Operating Grants 

Miscellaneous (Net) 

TOTAL OPERATING REVENUES 

OPERAnNG EXPENSES (Note 4) 

OPERATING INCOME 

NONOPERATING REVENUES (EXPENSES): 

Interest Income (Note 2) 

Gain (Loss) on Sale/Retirement of Fixed Assets 

Interest Expense - Installment Purchase Agreement (Note 3)... 

Financing Costs Under Installment Purchase Agreement 

Non-Operating Grants 

Other. 

TOTAL NONOPERATING REVENUES (EXPENSES) 

Operating Transfer In 

Operating Transfer Out 

NET INCOME 

Retained Eamings at Beginning of Year 

Cumulative Effect ofa Change in Accounting Principle (Note 8).. 

Retained Eamings at Beginning of Year as Restated 

RETAINED EARNINGS AT END OF YEAR 

See Notes to Financial Statements. 
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$108,863,152 

45.881.035 

9.151 

49.612.651 

204.365.989 

0 

2.068.870 

206.434.859 

146.857.627 

59.577.232 

$103,303,691 

42.062,881 

, 10,005 

72,298,312 

217,674,889 

(193,284) 

1,152,563 

218,634,168 

130,723,373 

87.910.795 

19.3.38,425 

63,189 

(38,653,904) 

(781.658) 

25.054.559 

(25.655.496) 

(20,634,885) 

33,239 

(694,853) 

38.280.733 

630.682.867 

597.542 

631.280.409 

$669,561,142 

16.311.684 

5,060.876 

(31.184.467) 

(1,208,207) 

42,678,235 

(40,984,517) 

(9,326.396) 

127.835 

(1.425.132) 

77.287.102 

553.395.765 

0 

553,395.765 

$630,682,867 



Sewer Utilitv 
STATEMENTS OF CASH FLOWS 
FOR THE YEARS ENDED JUNE 30,1998 AND 1997 FQB^n 

CASH FLOWS FROM OPERATING ACTIVITIES 

Operating Income (Loss) 

Adjustments to Reconcile Operating Income (Loss) to 
Net Cash Provided By (Used For) Operating Activities: 

Depreciation and Amortization 
Changes in Assets and Liabilities: 
(Increase) Decrease In Accounts Receivable 
(Increase) Decrease in Prepaid and Reimbursable Items and Deposits.. 
Increase (Decrease) In Accounts Payable 
Increase (Decrease) In Accrued Payroll 
Inaease (Decrease) in Accrued Annual Leave and Sick Leave 
Increase (Decrease) in Accrued SPSP Contributions Payable 
Increase (Decrease) In Liability Claims 
Increase (Decrease) in Deferred Revenue....'. 
Increase (IJecrease) in Pension Liability 

Other Nonoperating Revenue 

NET CASH PROVIDED BY (USED FOR) 
OPERATING ACTIVmES 

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES 

Operating Transfers In (Out) to Other Funds 
Operating Grants 
Proceeds from (Payments for) Advances and Deposits 

^ ^ E T CASH PROVIDED BY (USED FOR) 
^ ^ NONCAPITAL FINANCING ACTIVITIES 

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES 

Proceeds from Installment Purchase Agreement 
Proceeds from Contributed Capital 
Proceeds from Non-Operating Grants 
Acquisition of Fixed Assets 
Proceeds from Sale of Fixed Assets 
Principal Paid on Long-Temi Debt 
Interest PaW on Long-Term Debt 

NET CASH PROVIDED BY (USED FOR) 
CAPITAL AND RELATED FINANCING ACTIVITIES 

CASH FLOWS FROM INVESTING ACTIVmES 

Net (Purchases) Sales of Investments 
Interest and Dividends Received on Investments 

NET CASH PROVIDED BY (USED FOR) 
INVESnNG A c n v m E S 

MET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 

Dash and Cash Equivalents at Beginning of Year. 

D A B k N D CASH EQUIVALENTS AT END OF YEAR 

>ee Notes to Financial Statements. 

EXHIBIT C 

Year Ended June 30 

1998 

$59,577,232 

15,827,597 

(4,602,650) 
(4.329) 

(11.987,043) 
606,897 
278,638 

18,774 
1,222,433 
3.195.433 

264,871 
(25.655,496) 

38.742,357 

1997 

$87,910,795 

14,301,399 

(5,389,124) 
16,284 

(15,077,096) 
376,950 

(412,553) 
(3,725) 

(290,000) 
(36,872,112) 

0 
(40,984,517) 

3.576,301 

(661,614) 
(4.387.823) 
(1.222.379) 

(6.271.816) 

159,414,528 
32,421.881 
25.054,559 

(225,106.670) 
0 

(14.865.000) 
(39,506.149) 

(62.586.851) 

20,364.231 

20,364,231 

(9,752,079) 

300,575,194 

$290.823.115 

(1.297.297) 
6.024,443 
(1.757.093) 

2.970,053 

243.831.841 
26,690.039 
42.678.235 

(303.821.682) 
4.030 

(4.660.000) 
(30.821.451) 

(26.098.988) 

(6.455.436) 
15.680.737 

9,225.301 

(10,327,333) 

310,902,527 

$300.575.194 
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Sewer Utility 

NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED June 30,1998 

1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

The Sewer Utility is included in tlie administrative organization of the City of San Diego (the "City"); its 
financial information and records are established and maintained by the Cify. 

The accounting policies ofthe Sewer Utility confbmi to Generally Accepted Accounting Principles ("GAAP") 
as applicable to governmental units. The foiiowing is a summary of the more significant of such policies: 

a. Basis of Presentation 

The financial activities ofthe Sewer Utility are accounted for and reported as an Enterprise Fund ofthe 
City. The measurement focus is upon determination of net income, financial position and changes in 
cash flows. 

Enterprise Funds are used to account for operations (a) that are financed and operated in a manner 
similar to private business enterprises-where the intent ofthe goveming body is that the costs (expenses, 
including depreciation) of providing goods or services to the general public on a continuing basis be 
financed or recovered primarily through user charges; or (b) where the goveming body has decided that 
periodic detennination of revenues earned, expenses incun^ed, and/or net income is appropriate for 
capital maintenance, public policy, management control, accountability or other purposes. 

The Sewer Utility adopts all FASB statements and interpretations issued on or before 
November 30,1989, unless those pronouncements conflict with or conti"adict GASB pronouncements. 

b. Basis of Accounting 

The Sewer Utility uses the accrual basis of accounting. Under the accrual basis of accounting, revenues 
are recognized when earned, and expenses are recorded when incurred. Estimated unbilled revenues 
are recognized at the end of each fiscal year. This estimated amount is based on billings during the 
month following the close of the fiscal year. 

c. Cash and Investments 

At July 1, 1997, the City of San Diego adopted Govemment Accounting Standards Board (GASB) 
Statement No. 31, "Accounting and Financial Reporting for Certain Investanents and for Extemal 
Investment Pools," which requires certain investments to be reported at ̂ ir value. At June 30,1998, all 
such investinents are presented at ̂ ir value. 

d. Utilitv Plant 

Utility plant in service and land are stated at estimated cost based on amounts appraised on July 1,1959, 
plus subsequent additions generally at cost or, in the case of contiibutions in aid of construction, at cost 
or appraised value at the date of contribution. The utility plant is depreciated by the straight-line metiiod 
over estimated useful lives of three to seventy-five years. 
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Sewer Utility 

1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

e. Employee Annual Leave 

The Sewer Utility provides combined annual leave to cover both vacation and sick leave. It is the Sewer 
Utility's policy to permit employees eligible for the Management Benefits Plan to accumulate up to 17.5 
weeks of earned but unused annual leave and all other employees to accumulate up to 15 weeks of 
earned but unused annual leave. Accumulation of these eamings will be paid to employees upon 
separation from service. Excess accuniulated annual leave amounts not used by employees are 
forfeited on an annual basis. 

In addition, sick leave earned tiirough August 1981 by employees hired prior to July 1,1975 is payable 
upon separation under the following conditions: 1) 50% of the employee's accmed amount upon 
retirement or death, or 2) 25% of the employee's accrued amount upon resignation. Annual leave 
benefits are recorded as a liability in the period earned by tiie employee. 

f. Claims and Judgments 

Costs of claims and judgments are recorded wheri the liability is incurred and measurable. 

g. Contiibutions in Aid of Construction 

Additions to contiibutions in aid of constiuction (approximately $37,591,000 in 1998 and $33,964,000 in 
1997) represents facilities or cash contiibuted for facility construction by property owners or govemment 
agencies. Cash contributions in aid of construction for meters and service are classified as defeaed 
credits until the facilities have been installed. 

h. Statement of Cash Flows 

All of the Sewer Utility's "Cash with Custodian" and "Cash or Equity in Pooled Cash and Investments" 
are classified as cash and cash equivalents. 

i. Estimates 

The preparation of financial statements in conformity with generally accepted accounting principles 
requires manangement to make estimates and assumptions that affect the reported amount of certain 
asset and liabilities and disclosure of contingent assets and liabilities at the date of the financial 
statements and the related reported amounts of revenues and expenses during the reporting period. 
Actual results could differ fi^om tiiose estimates. Management believes that the estimates are 
reasonable. 

2. CASH AND INVESTMENTS 

a. Cash with Custodian 

Cash with Custodian represente funds held by a bank trustee on behalf of the Sewer Utility for the 
payment of principal and interest to bondholders. Since such cash is held by the bank's trust department, 
it is not covered by federal depository insurance or collateralized by securities owned by the bank. 
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Sewer Utility 

2. CASH AND INVESTMENTS (Continued) 

b. Cash or Equity in Pooled Cash and Investments 

Otiier cash resources of tiie Sewer Utility are combined witii tiie cash resources of tiie City to form a pool 
of cash that is managed by the City Treasurer. As provided for by tiie Govemment Code, the cash 
balance of substantially all City funds and certain entities are pooled and invested by the City Treasurer 
for the purpose of increasing interest eamings through investment activities. The Sewer Utility's net 
share of the total pooled cash and investments is included Jn the accompanying balance sheet under tiie 
captions "Cash or Equity in Pooled Cash and Investments" and "Obligations under Reverse Repurchase 
Agreements". Interest eamed on pooled investments is deposited to certain of the participating City 
funds and entities, including the Sewer Utility, based upon each fund's and each entity's average daily 
deposit balance during the allocation period with all remaining interest deposited to the City's General 
Fund. 

The City may tiransact business only with banks, savings and loans, and investment securities dealers 
who are primary dealers regulariy reporting to the New Yori< Federal Reserve Bank. Exceptions to this 
rule can be made only upon written authorization of the City Treasurer. Autiiorized cash deposits and 
investinents are govemed by state law, as well as by tiie City's own written investment policy. Witiiin the 
context of tiiese limitations, pemiissible investinents include (1) obligations ofthe U.S. government and 
federal agencies, (2) commercial paper rated A-1 by Standard & Poor's Corporation or P-1 by Moody's 
Commercial Paper Record, (3) bankers' acceptances, (4) negotiable and/or non-negotiable certificates 
of deposit and non-negotiable time deposits issued by a nationally or state chartered bank or a state or 
federal savings and loan association, (5) repurchase and reverse repurchase agreements, (6) the local 
agency investment fund established by the state ti-easurer and (7) financial futures contracts in any of 
the other authorized investments which are used to offset an existing financial position and not for 
outright speculation. 

c. Reverse Repurchase Agreements 

Investment policies permit the City to enter into reverse repurchase agreements which is a sale of 
securities with a simultaneous agreement to repurchase them in tiie future at the same price plus a 
contract rate of interest The market value ofthe securities underlying reverse repurchase agreements 
normally exceeds tiie cash received providing tiie dealers a margin against a decline in the martlet value 
of the securities. If the dealers default on their obligations to resell these securiti'es to the City or provide 
securities of cash or equal value, the City could suffer an economic loss equal to tiie difference between 
the market value plus accrued interest of the underlying securities and the reverse repurchase 
agreement obligation, including accrued interest payable. There was no such credit exposure at year-
end. 

Deposits and investinents are generally exposed to two types of risk: credit risk and market risk. Credit risk 
is the risk that a govemmental entity will not be able (a) to recover deposits if the depository financial 
institution fails or (b) lo recover tiie value of investment or collateral securities ttiat are in the possession of 
an outside party if tiie counterparty to tiie invesbnent or deposit transaction fails. Market risk is the risk that 
the value of an investment will decline. 

In accordance with govemmenfal reporting sfandards, the Sewer Utility has classified its deposits and 
investinents by categories of credit risk. Classification in category 1 indicates that the exposure to potential 
credit risk is low. The level of potential credit risk is higher for those classified in category 2, and highest for 
those in category 3. 
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Sewer Utility 

2. CASH AND INVESTMENTS (Continued) 

Deposits may be categorized as follows: (1) Insured or collateralized with securities held by the entity or by 
its agent in the entity's name, (2) Collateralized with securities held by the pledging financial institution's trust 
department or agent in the entities name, (3) Uncollateralized. 

Investments may be categorized as follows: (1) Insured or registered, or securities held by the entity or its 
agent in the entity's name, (2) Uninsured and unregistered, with securities held by the counterparty's trust 
department or agent in the entity's name, (3) Uninsured and unregistered, with securities held by the 
counterparty, or by its trust department or agent but not in the entity's name. 

Aggregate cash witii custodian and cash or equity in pooled cash and investinents are as follows at June 30, 
1998: 

Total 

Cash or Equity in Pooled Cash and Investinents $290,775,669 
Cash with Custodian 47.446 

Total $290.823.115 

Information pertaining to the City's cash and investment pool may be found in the City's Comprehensive 
Annual Financial Report. 

The Sewer Utility's cash and investments at June 30,1998, that can be specifically identified as to credit risk 
are categorized below: 

Category 
1 o -J Fair Value 

Deposits 

Uninsured and Uncollateralized $ 0 $ 0 $47.446 $47.446 

3. LONG-TERM DEBT 

Long-term debt as of June 30,1998 and 1997 is comprised of tiie following: 

Interest Maturity Original Balance Outstanding 
TypeofObliqation Rates Date Amount June 30. 1998 June 30. 1997 

Installment Purchase 
Agreement Payable, 1997 3.70-5.61% 2027 $250,000,000 $246,095,000 $250,000,000 

Installment Purchase 
Agreement Payable, 1995 3.95-5.31 2025 350,000,000 343,860,000 350,000,000 

Installment Purchase 
Agreement Payable, 1993 2.8-5.25 2023 250,000,000 228.805,000 233,625.000 

Loan Payable to 
County of San Diego 0 NA 100.000 100.000 100.000 

Toal Long-Temri Debt $850.100.000 $818.860.000 $833.725.000 
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Sewer Utility 

3. LONG-TERM DEBT (Continued) 

The following is a summary of changes in general long-term debt for the year ended June 30, 1998: 

P 

Balance 
Julvl. 1997 Additions Retirements 

Balance 
June 30.1998 

Installment Purchase Agreement 
Payable 1997 $250,000,000 

Installment Purchase Agreement 
Payable, 1995 350,000,000 

Installment Purchase Agreement 
Payable, 1993 233,625,000 

Loan Payable to 
County of San Diego 100.000 

Total $833.725.000 

$0 $ 3,905,000 $246,095,000 

6,140,000 343,860,000 

4,820,000 228,805.000 

100.000 

$0 $14.865.000 $818.860.000 

Annual requirements to amortize long-term debt as of June 30,1998, including interest paymente to maturity 
are as follows: 

Year Ending 
June 30. 
1999 
2000 
2001 
2002 
2003 
Thereafter 

Total 

Less - Amounts Representing Interest 

Net Installment Purchase Agreement 

Installment Purchase 
Agreement 

$ 56,537,795 
56,544.645 
56,541.595 
56,541,531 
56,535,617 

1,244,490,136 

1,527,191,319 

(708,431,319) 

$818,760,000 

The City has an installment purchase agreement witii tiie Public Facilities Financing Auttiority "Authority" for 
tiie acquisition, constaojction.'installation, and improvement of its wastewater system. The Authority obtained 
financing for the project tiirough the issuance of bonds secured by installment payments made to the 
Autiiority by the City. The City has pledged revenues firom its wastewater system to finance tiiese installment 
payments in an amount equal to the principal and interest requirements ofthe associated bonds. 

4. TRANSACTIONS WITH THE CITY OF SAN DIEGO 

The Sewer Utility has financed the acquisition by the City's Internal Service Funds of certain vehicles and 
supplies used by the Sewer Utility. The Internal Service Funds charge the Sewer Utility for the use ofthe 
vehicles and supplies. However, there is no specific provision for the repayment of these advances or 
interest on them. It is the City's general intent that tiie advances be repaid as the financial condition of the 
Internal Service Funds permit. Some repayments have been made in prior years. Included in operating 
expenses is approximately $4,365,000 in 1998 and $3,561,000 in 1997 charged by the City to the Sewer 
Utility for indirect general government expenditures incun-ed by the City. Such charges are based on a pro­
rata portion of indirect general govemment expenditures applicable to the Sewer Utility. 
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Sewer Utility 

4. TRANSACTIONS WITH THE CITY OF SAN DIEGO (Continued) 

A portion ofthe utility plant, known as the Meb"opolitan Sewer System, was financed tiirough a Federal grant 
The grant was made to the Sewer Utility and participating cities and sanitation districts served by the System. 
Grant funds received by the Sewer Utility tiirough participating agencies pay the Sewer Utility for contracted 
capacity rights and share in the maintenance and operating costs. 

The Sewer Utility provides sewer services to the City at commercial rates. Such revenues were 
approximately $2,046,000 in 1998 and $1,254,000 in 1997. 

The Sewer Utility paid approximately $11,219,000 in 1998 and $8,428,000 in 1997 for computer services 
provided by tiie San Diego Date Processing Corporation, a non-profit corporation, of which the City is the sole 
member. 

The Sewer Utility paid $7,761,053 in 1998 and $8,949,120 in 1997 to ttie city for right-of-way impact 
assessment charges for the use of public rights of way for sewage collection systems. 

5. PENSION PLANS 

The City has a defined benefit plan and various defined conbibution pension plans covering substantially all 
of its employees. 

DEFINED BENEFIT PLAN 

a. Plan Description 

All of tiie City and tiie San Diego Unified Port District (tiie "District") fijll-time employees participate in the 
San Diego City Employees' Retirement System ("SDCERS"). 

SDCERS is a public employee retirement system established in 1927 by the City and administered by 
a Board of Administration (tiie "Board") to provide retirement, disability, death and survivor benefits for 
its members. 

In 1963, through an agreement between the City and tiie Disbict employees of the Distiict became 
members of SDCERS. 

The Plan is a defined benefit plan which covers all eligible employees of tiie City and the District. The 
Plan is a multiple-employer public employee retirement system that acts as a common investment and 
administrative agent for tiie City and the District. As a defined benefit plan, retirement benefits are 
determined primarily by a member's age at retirement, the length of membership service and the 
member's final compensation eamable based on the highest one-year period. 

The Plan provisions applicable to general members are generally applicable to the District's general 
members and those applicable to lifeguard members are generally applicable to the District's safety 
members. 

All full-time City and District employees are eligible to participate in tiie Plan. Salaried classified 
employees become members ofthe system upon employment Salaried unclassified employees hired 
on or after August 11,1995 become members upon employment 

SDCERS is considered part of tiie City of San Diego's financial reporting entity and is included in tiie 
City's financial reports as a pension tiiist fund. 
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Sewer Utility 

5. PENSION PLANS (Continued) 

SDCERS issues a stand-alone financiai report which is available at its office located at 401 B Street, 
Suite 400, San Diego, Caiifomia 92101. 

b. Funding Policv 

SOGERS' funding policy provides for periodic employer contiibutions at actuarially determined rates that 
expressed as percentages of annual covered payroll, are designed to accumulate sufficient assets to pay 
benefits when due. The nonnal cost and actuarial accrued liability are determined using the projected 
unit credit actuarial funding method. Unfunded actijarial accrued liabilities are being amortized as a level 
percent of payroll over a period of 30 years (23 years remaining). 

Employees are required to contiibute a percentage of tiieir annual salary to the Plan. Contiibutions vary 
according to age at entry into the plan and salary. The City and the District contribute a portion of tiie 
employees' share and the remaining amount necessary to fund the system based on an actuarial 
valuation at tiie end ofthe preceding year under the projected unit credit method of actuarial valuation. 
Prior to June 30,1993, contributions were based on the entry age nonnal cost metiiod of valuation. 

During tiie period July 1, 1997 tp June 30, 1998 contributions totaling $57,018,000 ($32,800,000 
employer and $24,218,000 employee) were made. Of the employer contributions, $26,142,000 was 
applied to nonnal cost and $6,658,000 was applied to unfunded accrued liability. All of ttie employer 
offset contributions were applied to normal cost 

In 1996 the City Council approved proposed changes to the San Diego City Employees' Retirement 
System (SDCERS) which included changes to retiree health insurance, plan benefits, employer 
conbibution rates and system reserves. The proposal included a provision to assure the funding level 
ofthe system would not drop below a level flie Board's actuary deems reasonable in order to protect tiie 
financial integrity of the SDCERS. A citizen required vote on the changes related to retiree healtii 
insurance passed ovenwhelmingly in 1996. In 1997 the active members of the SDCERS voted and 
approved the changes. Portions of tiie proposal requiring SDCERS Board approval (employer rates and 
resen/es) were approved after review and approval by its independent fiduciary counsel and consultation 
with the actuary. The San Diego Municipal Code was ttien amended to reflect the changes. 

The changes provide the employer conbibution rates be "ramped up" to the actuarially recommended 
rate in .50 percent increments over a ten year period at such time it was projected ttiat tiie Projected Unit 
Credit (PUC) and Entry Age Normal (EAN) rates would be equal and ttie SDCERS would convert to EAN. 
The actuary calculated the present value of the difference between ttie employer contiibution rate and 
actuarial rates over tiie ten year period and tills amount was fljnded in a reserve. This "Comdor" funding 
method is unique to the SDCERS and tiierefore is not one of tiie six funding methods fomially sanctioned 
by the Governmental Accounting Standards Board for expending purposes. As a result for June 30, 
1998, the actuary rates are reported to be $5,975,000 more than paid by the City which, technically per 
GASB 27 effective for periods beginning after June 15, 1997, is to be reported as a Net Pension 
Obligation (NPO) even though tiie shortfall is funded in a reserve. The actuary believes the Comdor 
funding method is an excellent method for the City and that it will be superior to the PUC funding mettiod. 
The actuary is in the process of requesting the GASB to adopt the Corridor fijnding method as an 
approved expending method which would tiien eliminate any reported NPO. 
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Sewer Utility 

5. PENSION PLANS (Continued) 

c. Annual Required Contribution 

The annual required contribution for the cunrent year was detennined as part of tiie June 30, 1996 
actuarial valuation using the projected unit credit actuarial funding method. The actuarial assumptions 
included (a) an 8.0% investinent rate of retum and (b) projected salary increases of 5% per year. Both 
(a) and (b) included an inflation rate of 4.5%. The asset value used in detennining the employer 
contribution rate reflects a portion of the unrealized gain or loss in assets. The unfunded actuarial 
accrued liability is being amortized as a level percentage of projected payroll on an open basis. The 
remaining amortization period at June 30,1998 was 23 years. 

d. Three-Year Trend Analysis 

The following table shows the City and the District's required contiibutions and tiie percentage 
contiibuted for the most cun-entyear available and preceding year (in tiiousands): 

Percentage 
Annual Pension of APC Net Pension 

Fiscal Year Ending Cost (APC) Contributed Obligation 

6/30/96 $26,122 100.0% $ 0 

6/30/97 34,036 82.4 5,975 

Three year trend information will be presented beginning in Fiscal Year 1999. 

DEFINED CONTRIBUTION PLANS 

a. Pursuant to the City's witiidrawal fl-om ttie Federal Social Security System effective January 8,1982, and 
to the Federal Government's mandate of a Social Security Medicare tax for all employees not covered 
by Social Security hired on or after April 1,1986, tiie City established the Supplemental Pension Savings 
Plan ("SPSP"), a defined contribution plan administered by American Express Trust Company, 
Minneapolis, MN, which provides pension benefits for eligible full-time employees. In a defined 
conbibution pian, benefits depend solely on amounts contributed to the plan plus investment eamings. 
Employees are eligible to participate from the date of employment State legislation requires ttiat botii 
the employee and tiie City contribute an amount equal to 3% of ttie employee's total salary each month. 
Participants in the plan hired before April 1,1986 and on or after April 1,1986 may voluntarily contribute 
up to an additional 4.5% and 3.05%, respectively, of total salary! 

The City also contributes an amount equal to the employee voluntary contributions. The City's 
contiibutions for each employee (and interest allocated to tiie employee's account) are fully vested after 
five years of continuous service. City contiibutions for, and interest forfeited by, employees who leave 
employment before five years of service are used to reduce ttie City's contribution requirement 

The City and tiie covered employees contiibuted approximately $34,083,000. As of June 30,1998, fair 
value of Plan assete totaled approximately $318,885,000. SPSP is considered part of ttie City of San 
Diego's financial reporting entify and is included in the City's financial reports as a Pension Trust Fund. 

In addition, tiie City established a 401 (k) Plan effective July 1,1985. The plan is a defined conti-ibution 
plan administered by American Express Trust Company, Minneapolis, MN, to provide pension benefits 
for all eligible full-time employees. Employees are eligible to participate twelve montiis after ttie date of 
employment Employees make contributions to their 401 (k) accounta through payroll deductions, and 
may also elect to have the City contribute to their 401 (k) accounts through the City's Employees' Flexible 
Benefits Program. 
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5. PENSION PLANS (Continued) 

The employees' 401 (k) contributions were calculated pursuant to various combination arrangements. 
The covered employees and the City contributed approximately $9,038,000 during the fiscal year. 

As of June 30, 1998, fair value of Plan assets totaled approximately $63,082,000. The 401 (k) Plan is 
considered part ofthe City of San Diego's financial reporting entity and is included in the City's financial 
reports as an Agency Fund. 

6. POST RETIREMENT HEALTH INSURANCE 

In addition to providing pension benefits, tiie City of San Diego Municipal Code provides certain health care 
insurance benefits for retired general and safety members of SDCERS who retired on or after 
October 6,1980. At June 30,1998, approximately 2,627 eligible retirees received benefits. 

Certain health care insurance benefits were established during Fiscal Year 1995 for eligible retirees who 
retired prior to October 6,1980 or who were ottierwise not eligible to receive City-paid health care insurance 
as of June 30,1994. At June 30,1998, approximately 1,989 eligible retirees received benefits. 

Cunrentiy, expenses for post-employment healtiicare benefits are recognized as they are paid. For tiie fiscal 
year ended June 30,1998, expenditures of approximately $4,538,000 were recognized for such health care 
benefits. 

Substantially all of tiie City's general and safety members of SDCERS may become eligible for tiiose benefite 
if they reach normal retirement age and meet service requirements as defined while working for the City. 

7. COMMITMENTS AND CONTINGENCIES 

The Sewer Utility's constinction plans for various projects are estimated to cost approximately $167,607,000. 
As of June 30, 1998, the Utility's contractual commitmente for the projects totaled approximately 
$132,679,000. The Utility intends to finance tiie contractual commitments with approved State and Federal 
grante, service charges and the Installment Purchase Agreement. 

The Sewer Utility is self-insured for general liability claims. At June 30,1998rtiie Sewer Utility has recorded 
approximately $1,759,000 for such claims. These amounts represent the Utility's detennination of the 
probable ultimate cost of the claims. 

The Sewer Utility operates an Owner Controlled Insurance Program to provide workers compensation, 
general liability, builders risk and excess liability insurance for ite construction contracts. This program 
eliminates the requirement that contractors and subcontractors obtain their own separate policy. 

8. CHANGE IN ACCOUNTING PRINCIPLE 

As discussed in Note 1, the City adopted GASB 31 in Fiscal Year 1998. As a result accounting changes 
have been implemented to conform to tills new accounting principle. The City determined that restatement 
of pripr year financial statemente is not practical. As such, ttie changes in fair value of previously reported 
investmente are presented in the financial statemente as an adjustment to Fiscal Year 1998 beginning fund 
balances as the cumulative effect of a change in accounting principle. 
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9. YEAR 2000 EFFORTS 

Governmental Accounting Standards Board Technical Bulletin 98-1, Disclosures About Year 2000 Issues, 
requires disclosure of certain matters regarding the Year 2000 ("Y2K") issue. The City has included such 
disclosures in tiie following paragraphs. Because ofthe unprecedented nature ofthe Y2K issue, its effects 
and tiie success of related remediation efforts will not be fully determinable until the year 2000 and thereafter. 
Accordingly, the City's disclosures with respect to the Y2K issue cannot provide assurance that the City is 
or will be year 2000 ready, that the City's Y2K remediation efforts will be successfiil in whole or in part or that 
parties with which the City does business will be year 2000 ready. 

The Y2K issue stems firom the inability of some computer systems to function correctly with the dates of ttie 
year 2000 or beyond, in data, calculations, or even intemal clocks. Problems can occur before the year 2000, 
when fijture dates are encountered in data or calculated. An organization's ability to serve ite customers may 
be directiy or indirectiy affected by such problems in its own computer systems, others' computer systems, 
or even devices not recognized as computers but controlled by hidden computer componente. 

The City began ite Y2K preventative efforts eariier tiian many organizations, public and private. During fiscal 
year 1998, tiie City had approximately $3,247,000 in expenditures relating to tiie Y2K compiiance issue, and 
has budgeted approximately $4,367,000 for expenditures in fiscal year 1999. These amounte do not include 
unpredictable items such as the replacement of non-compliant proprietary software used by certain 
departmente nor some non-compliant embedded systems not known to be non-compliant at this time. The 
City's Y2K efforte have been segregated into tiiree categories; 1) Networked Application Software, including 
user applications residing on ma|nfi"ame computers maintained by the San Diego Data Processing 
Corporation ("SDDPC"), 2) Desktop Computer Hardware and Software, including local area networks 
("LAN"), and 3) Embedded Computer Systems such as tiaffic conti"ollers, heaters, air conditioners, elevators, 
fire/security systems, etc. Following is tiie City's position with regards to the stages of completion of tiieir Y2K 
efforts: 

Awareness Stage - A Y2K project team was established by the City, SDDPC and competitively selected 
consultente ("tiie Project Team") to assist in the assessment ofthe Y2K issue as it relates to tiie City. The 
consultants were chosen due to their proven methods and software tools for assessment of Y2K impacts, 
magnitudes of corrective work, and risks, as well as availability of skilled programmers and track record of 
successfully completed Y2K coaective work for major corporations. 

Assessment Stage - A complete inventory of the networked application software was done in 1996 by 
SDDPC. Insbucti'ons have been disbibuted for each City department to survey its desktop computers and 
LAN hardware and soflware using the model-specific infonnation which has been gathered, plan for tiie minor 
upgrades or replacement of older computers remaining. Infomiation has also been gatiiered from tiie well-
known publishers of software used on the City's desktop computers and LAN servers, and verified for ttie 
most critical applications. Instructions have been disbibuted for departmente to plan for upgrades where 
needed, and to examine any internally developed applications. 

Remediation Stage - The assessment ofthe netiworked application software was completed at tiie end of July 
1997, and indicated that about three million lined of computer code would need to be analyzed in more detail 
and possibly modified. To date, programs totaling almost one million lines of code have been analyzed, 
modified, tested and retumed to service. Other programs totaling approximately 1.8 million lines of code 
were analyzed and found to need no modifications. This analysis ofthe networked application software is 
scheduled to be completed by June 1999. 
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9. YEAR 2000 EFFORTS (Continued) 

Validation/Testing Stage - Desktop and LAN systems have been purchased over tiie past several years ft-om 
"first-tier" manufacturers, who have used basic input & output system programs ("BIOS") that can be easily 
upgraded to take advantage of new Y2K enhancements. These vendors have provided information on the 
Y2K readiness ofthe models purchased and the BIOS upgrades available for those which are not currentiy 
Y2K compliant The City's newest wastewater collection and tteatment facilities have been deemed Y2K 
compliant by tiie manufacturer, but will be tiioroughly examined for compliance. The smaller, more localized 
embedded systems are scheduled to be tested in the coming year, and are considered to be easily 
upgradable should non-compliance be found. 

Implementation Stage - As discussed in the Remediation Stage above, many ofthe networked applications 
have been tested and retumed to service, as have tiie majority of the desktop systems and applications. 
Many of ttie systems with embedded chips will simply need to be reset upon tiie coming of the year 2000, 
including tinaffic control systems. These embedded systems will be tested further by a firm contracted to do 
so which has already gathered much infonnation regarding tiie Y2K compliance of such systems. 

The City's Y2K efforts also include assessing the readiness of its business partners, including vendors, 
manufactijrers, and service providers. These business partners have been or are being contacted to ensure 
that they will continue to deliver equipment supplies and services as needed by the City subsequent to the 
year 2000. If the City cannot be reasonably assured that ttiese critical partiiers will be Y2K compliant and 
thus be able to meet ite needs, altemative sources will be identified and/or contingency plans will developed 
to mitigate ttie risks of possible disruptions. 
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NET REVENUE AVAILABLE FOR DEBT SERVICE 
FOR THE YEARS ENDED JUNE 30,1998 AND 1997 

UNAUDITED 

EXHIBIT D 

Year Ended June 30 

1998 1997 

TOTAL OPERATING REVENUES (Exhibit B) $206.434,859 

OPERATING EXPENSES: 

Transmission 44,422,508 

Treatment and Disposal Plant 43,725,429 

Accounting 5,927,117 

General and Administrative 37,011,963 

TOTAL OPERATING EXPENSES 131,087,017 

OPERAnNG INCOME. 75,347,842 

OTHER INCOME (CHARGES): 

Capital Grant Receipts 37,552,666 

Operating Transfer ln/(Out) (661,614) 

Capacity Charge Municipal System 16,136,839 

Interest Income 19,338,425 

Rate Stabilization Resen/e (5,000,000) 

Other Income (25,655,496) 

TOTAL OTHER INCOME 41.710.820 

NET REVENUE AVAILABLE FOR DEBT SERVICE (As Defined by 
Bond Ordinance) $117.058.662 

$218.634,168 

35.745.840 

37.709,123 

4,434,608 

38,532,403 

116.421.974 

102.212.194 

67.343.104 

(1.297.297) 

8.062.617 

16.311.684 

(30.000,000) 

(40.984,517) 

19,435,591 

$121.647.785 

DEBT SERVICE COVERAGE 

(Eamings nmes Debt Service) 

The Principal and Interest Due in Fiscal Year Ending June 30,1998 
($56,537,491) Covered 

The Principal and Interest Due in Fiscal Year Ending June 30,1997 
($37.441.098) Covered 

2.07 

3.25 
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EXPENSES 
ALLOCAnON FOR BILLING TO METROPOUTAN SYSTEM 
FQBJHE YEAR ENDED JUNE 30,1998 F^^HE 

Municipal 
System 

Operating Expenses 

Metropolitan 
System 

EXHIBITS 

Total 

TRANSMISSION: 

Cleaning and Stoppage Removals, Mams and Laterals.. 
Accrued Claims 
Maintenance of Laterals 
Maintenance of Mains and Manholes 
Sewage Pumping Stations 
Metro Pump Station #1 
Metro Pump Station #2 

TOTAL 1T(ANSMISSI0N.. 

$7,580,207 
1,758,961 
1,309,750 

13.311,649 
11,974,906 

0 
0 

$0 
0 
0 

438,617 
0 

2,878,608 
5,169,810 

$7,580,207 
1,758,961 
1,309,750 

13,750,266 
11,974,906 
2.878,608 
5,169,810 

35,935.473 8,487,035 44,422,508 

TREATMENT AND DISPOSAL: 

Cogeneration Facilities 
Point Loma Plant 
North City Water Reclamation Plant.. 
Fiesta Island Sludge Disposal Plant... 
Metro Biosolid Center. 
South Bay Water Reclamation Plant.. 
Escondido System 
Sewage Testing and Control 
Wastewater Chemistry 
Biology/Ocean Operations 

TOTAL TREATMENT AND DISPOSAL. 

0 
0 
0 
0 
0 
0 

1.147.463 
4,599.741 

0 
0 

5,747,204 

855.565 
12.182.747 
5.284.163 
9.440.314 
4.226,047 

367,696 
0 
0 

3,060,961 
2,560,732 

37,978,225 

855,565 
12,182,747 
5,284.163 
9,440,314 
4.226,047 

367.696 
1.147,463 
4.599,741 
3.060.961 
2.560.732 

43.725,429 

A | f l | L I I INnNG SERVICES: 

General Accounting.. 
Utility Conrunercial 

TOTAL ACCOUNnNG SERVICES.. 

311.619 
5,615,498 

5,927,117 

311,619 
5,615.498 

5,927,117 

GENERAL, ADMINISTRATIVE AND TAXES: 

Utilities Administration and General Expenses 
Technical Senrices Administratk)n 
Central Support Facility 
Expenses of Other City Departments Applicable to 

Sewerage Utility 
Engineenng Expenses 

TOTAL GENERAL, AOMINISTRAnVE AND TAXES.. 

TOTAL EXPENSES.. 

METROPOLTTAN SYSTEM CAPrTAL IMPROVEMENT EXPENSE (Note 4).. 

METROPOUTAN SYSTEM CAPrTAL IMPROVEMENT INCOME CREDrrS 
;Note4) 

3EBT SERVICE ALLOCAnON (Note 5) 

lAETROPOUTAN SYSTEM INCOME CREOrrS (Note 6) 

flivLi . ALLOCATION FOR BILLING PURPOSES.. 

See Notes to /Ulocation for Billing to Metropolitan System 

10,748,207 
0 
0 

941.175 
1.816.665 

13.506.047 

61,116,841 

0 

0 

4.085.381 

0 

$65,201,222 

12.774.813 
2.582.790 

155,336 

5.081.905 
3.605.926 

24.200.770 

70.666,030 

175.371,400 

(118,548,003) 

46.029,535 

(1,053,440) 

$172,465,522 

23.523.020 
2,582,790 

155,336 

6,023.080 
5,422,591 

37,706,817 

131,781,871 

175,371,400 

(118.548,003) 

50,114,916 

(1,053,440) 

$237,666,744 
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NOTES TO THE ALLOCATION FOR BILLING TO 
METROPOLITAN SYSTEM SCHEDULE 

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

The City of San Diego Sewer Utility is a fund ofthe City of San Diego. 

The City of San Diego Sewer Utility operates and maintains the Metropolitan Wastewater System and the 
Municipal Wastewater Collection System (the "System"). The System operates in the collection and 
ttansportation of untreated raw sewage for the City of San Diego, as well as other municipalities and water 
districte (tiie "Participating Agencies"). Contractual agreements have been entered into by each Participating 
Agency with the City of San Diego for their usage and upkeep of tiie System. 

2. BASIS OF PRESENTATION 

The accompanying allocation of Billing to Meti'opolitan System of the Sewer Utility of the City of San Diego, 
Caiifomia was prepared for tiie purpose of detennining the total amount to be billed to Participating Agencies 
for the fiscal year ended June 30, 1998. Generally, the criteria specified in each conti'act specifies the 
allowable and unallowable costs tiiat are includable or excludable from the amounts billed. 

The Schedule is not intended to be a presentation in conformity with generally accepted accounting 
principles, nor does it present the financial position or tiie results of operations of tiie City of San Diego Sewer 
Utility or City of San Diego taken as a whole. 

3. PARTICIPATING AGENCIES 

The Participating Agencies consist of the following municipalities and water districts: 

Chula Vista 
Coronado 
Del Mar 
El Cajon 
Imperial Beach 
La Mesa 
Lakeside/Alpine 

Lemon Grove 
National City 
Otay 
Padre Dam 
Poway 
Spring Valley 
VVintergardens 

4. METROPOLITAN SYSTEM CAPITAL IMPROVEMENT EXPENSE 

Consfruction costs incurred during the fiscal year to maintain and improve tiie Metropolitan Sewer System 
and equipment purchases used in the maintenance of the system are included in capital improvement 
expense. 

Metropolitan System Capital Improvement income credite include contiibutions in aid of constiuction received 
from federal and state granting agencies and reimbursements firom bond proceeds. 
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5. DEBT SERVICE ALLOCATION 

Debt service allocation is that portion ofthe principal and interest payments relating to the 1993,1995 and 
1997 bond issuance. 

6. METROPOLITAN SYSTEM INCOME CREDITS 

Meti'opolitan system income credite are revenues eamed by the Metropolitan Systems for which costs have 
been incurred during the current or previous fiscal years. 

7. TOTAL ALLOCATION FOR BILLING PURPOSES 

Costs to be billed include all individual construction projecte and operation and maintenance expenses 
attiibutable to the Metropolitan System. Costs are proportioned back to individual agencies based on tiieir 
percentage of each of the totals of flow, suspended solids, and chemical oxygen demand (COD). Each 
Participating Agency and tiie City of San Diego are sampled quarteriy and ttie plante are sampled daily. The 
percentages are determined fl-om cumulative samples and monitored flow. 

For construction projects, percentages were allocated to flow, suspended solids and COD based on each 
of tiie project's design and function. The percentages were weighted by total project cost and combined to 
determine the flnal three derived percentages. Total annual costs are tiien allocated based on the tiiree 
derived percentages and the measured flow, suspended solids and COD of each agency. 

Operations and maintenance (O&M) coste as a percentage of flow, suspended solids and COD were 
evaluated based on four cost c^ategories: pump stations, plant operations, technical services, and 
cogeneration. These percentages were weighted by tiie annual O&M cost for each category, and combined 
to detennine a derived percentage for administirative coste. All O&M coste were ttien allocated based on the 
measured flow, suspended solids and COD of each agency. 
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CHANGES IN FUNDS AVAILABLE FOR APPROPRIATION EXHIBIT F 
FOR THE YEAR ENDED JUNE 30,1998 

UNAUDITED 

Funds Available for Appropriation at July 1,1997 $0 

Add: 

Cash Receipts (Schedule F-1) 437,192,893 

Anticipated Contributions from Other Agencies at June 30,1998 30,693,793 

Accrued Annual Leave and Sick Leave at July 1,1997 3,297,173 

Operating Reserve at June 30,1997 16,316,473 

Eitiergency Reserve at June 30.1997 5.000.000 

Rate Stabilization Reserve at June 30.1997 40.000.000 

Continuing Appropriations at July 1.1997 137.749.572 

Continuing Appropriations Encumbered at July 1.1997 91.074.989 

Designated for Subsequent Years' Capital Projects and Operations at June 30.1997 0 

Prior Years'Encumbrances Cancelled 13,684,838 

Total Balances and Additions 775,009,731 

Deduct: 

Expenditures and Encumbrances (Schedule F-2) 589,740,839 

Anticipated Contributions from Other Agencies at July 1,1997 35,670,709 

Accmed Annual Leave and Sick Leave at June 30,1998 3,575,812 

Operating Reserve at June 30,1998 16,868,798 

Emergency Reserve at June 30,1998 5.000.000 

Rate Stabilization Resenre at June 30.1998 45,000.000 

Designated for Subsequent Years' Capital Projects and Operations at June 30,1998 43,830,740 

Continuing Appropriations at June 30,1998 35,322,833 

Total Deductions 775,009,731 

FUNDS AVAILABLE FOR APPROPRIATION AT JUNE 30,1998 $0 

The Sewer Revenue Fund (Municipal Code Sec. 64.31) is used to account forthe receipts, expenditures, and revenue derived from operation of Uie 

sewer system ofthe Water Utilities Department "rhe Charter, Sec. 90.2 Sub. 8B, provides that "all revenues shall be paid Into the Sewer Revenue 

Fund and shall be used forthe following purposes: (1) paying the cost of maintenance and operation of the sewer system; (2) paying principal and 

interest (including payments into any reserve or sinking fiind) and premiums, if any, upon redemption, of sewer revenue bonds issued under this 

section and payable from said Sewer Revenue Fund; (3) paying all or any part of the cost and expense of extending, reconstructing, or Improving 

the sewer system or any part Uiereof or making additions to such system; (4) transfening from any surplus in the Sewer Revenue Fund to the Capital 

Outiay Fund, at one time or from time-to-Ume, all or any part of the sums expended from said Capital OuUand Fund after July 1,1960, for any purpose 

for which revenue bonds may be issued under this section; (5) paying firom any surplus in the Sewer Revenue Fund principal or interest, or botti, or 

any part thereof, of general obligation bonds heretofore or hereafter issued for any purpose for which revenue bonds may be issued under this section. 
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CHANGES - PLANT IN SERVICE 
FOR THE YEAR ENDED JUNE 30,1998 

SCHEDULE A-1 

IDITED 

MUNICIPAL SEWERAGE SYSTEM: 

Land and Land Rights: 
Sewer Mains 
Pumping Systems 
Treatment and Disposal 

Sewer Service Laterals 
Sewer Mains 
Meters and Measuring Devices: 
Structures and Improvements 
Equipment 

Pumping System: 
Stiuctures and Improvements 
Equipment 

Treatment and Disposal Plant: 
Capacity Rights: 
City of Escondido Sewerage System 

Laboratory and Office Fumiture and 
Equipment 

General Plant: 
Structures and Improvements 
Office Fumiture and Equipment 
Portable Equipment 

TOTAL MUNiaPAL SEWERAGE SYSTEM 

METROPOUTAN SEWERAGE SYSTEM: 

l ^ d and Land Rights: 
^ B c e p t o r Mains 
^ R i p i n g System 
Treatnnent and Disposal Plants 

Interceptor Mains , 
Pumping System: 
Structures and Improvements 
Equipment 

Treatment and Disposal Plant: 
Stiuctures and Improvements 
Equipment 
Laboratory and Office Fumiture and 
Equipment 

(General Transportation Equipment 
General Plant Portable Equipment 
Ocean OutbU Intake: 
Sbructures and Improvements 
Equipment 
Ocean Outbll Line 

Sludge Disposal Une 
Monitoring Vessels 

TOTAL METROPOUTAN SEWERAGE SYSTEM... 

CLEAN WATER PROGRAM: 

Land and Land Rights: 
Treatinent and Disposal Plants 

(Beneral Office Fumiture and Equipment 

TOTAL CLEAN WATER PROGRAM 

^ b r A L SEWERAGE PLANT IN SERVICE.. 

Balance at 
July 1.1997 Additions Retirements 

Balance at 
June 30.1998 

$512,148 
2.319,379 

467 
60,784,521 

358,239,931 

220,300 
25,513 

8,733,546 
1,697.770 

4.474.873 

443.586 

229.077 
4.468.146 

737.214 

442.886.471 

$0 
0 
0 

1.074.856 
8.380.657 

0 
188.540 

742.838 
0 

0 

13.142 

122.603 
879.232 
22.465 

11.424.333 

$0 
1.601 

0 
20.290 
56,617 

177,340 
11,200 

7,000 
0 

0 

14,145 

0 
505,360 
36,260 

829,813 

$512,148 
2,317,778 

467 
61,839,087 

366,563,971 

, 42,960 
202,853 

9,469.384 
1,697,770 

4,474,873 

442,583 

351,680 
4,842,018 

723,419 

453,480,991 

589,780 
49,605 

2,360,029 
37,853,447 

6,415,530 
3.941,893 

16,360,746 
6,391.015 

12,015,770 
37,650 

3.232.818 

1,780.965 
83.765 

9,301,041 
391,232 
293,772 

101,099,058 

0 
0 
0 

1,499,707 

0 
0 

0 
0 

2.009,193 
137,824 
277,767 

0 
0 
0 
0 
0 

3,924,491 

0 
0 

1,499,707 
0 

0 
0 

0 
0 

1,127,164 
0 

12,466 

0 
0 
0 
0 
0 

2,639,337 

589,780 
49,605 

860,322 
39,353,154 

6,415,530 
3,941.893 

16,360.746 
6.391.015 

12.897.799 
175.474 

3.498.119 

1.780.965 
83.765 

9.301.041 
391.232 
293.772 

102.384.212 

6.657.000 
5.505.121 

12.162.121 

$556,147,650 

0 
1.288.322 

1.288,322 

$16,637,146 

0 
1,430.487 

1.430.487 

$4,899,637 

6.657.000 
5,362.956 

12,019,956 

$567,885,159 
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INSTALLMENT PURCHASE AGREEMENT REQUIREMENTS FOR PRINCIPAL A N D INTEREST 
JUNE 30,1998 

SCHEDULE A-2 

UNAUDITED 

INSTALLMENT PURCHASE AGREEMENT 

Annual Requirements 

Fiscal Year 

1998-99 

1999-2000 

2000-01 

2001-02 

2002-03 

2003-04 

2004-05 

2005-06 

2006-07 

2007-08 

2008-09 

2009-10 

2010-11 

2011-12 

2012-13 

2013-14 

2014-15 

2015-16 

2016-17 

201M8 

2018-19 

2019-20 

2020-21 

2021-22 

2022-23 

2023-24 

2024-25 

2025-26 

2026-27 

TOTAL INSTALLMENT PURCHASE AGREEMENT 

34 

Pnncipal Interest Total 

$15,430,000 

16,050,000 

16,705,000 

17,410,000 

18,155,000 

18,960,000 

19,820,000 

20,855,000 

21,955,000 

23,125,000 

24,260,000 

25,450,000 

26,720,000 

28,085,000 

29,530,000 

31,050,000 

32,685,000 

34,375,000 

36,155,000 

38,025,000 

39,985,000 

42,040,000 

44.200.000 

46.440.000 

48.790.000 

34.950.000 

36.730.000 

15.020.000 

15.805.000 

$818.760.000 

$41,107,795 

40.494.645 

39.836.595 

39.131.531 

38.380.617 

37.578.915 

36.720.740 

35.687.480 

34.585.581 

33.415.570 

32.280.739 

31.088.268 

29.817.278 

28.450,493 

27,010,218 

25,489,585 

23,855,901 

22,163,757 

20,384,044 

18,512,075 

16,555,663 

14,498,351 

12,335,250 

10,096,188 

7,743,588 

5,271,888 

3,490,488 

1,618,313 

829,763 

$56,537,795 

56,544,645 

56,541,595 

56,541,531 

56,535,617 

56,538,915 

56,540,740 

56,542,480 

56,540,581 

56,540,570 

56,540,739 

56,538,268 

56,537,278 

56,535,493 

56,540,218 

56,539,585 

56,540,901 

56,538,757 

56,539,044 

56,537.075 

56.540.663 

56,538.351 

56.535.250 

56.536.188 

56.533.588 

40.221.888 

40.220,488 

16,638,313 

16,634,763 

$708.431,319 $1.527.191.319 



Sewer utilitv 
OPERATING EXPENSES 
FOR THE YEARS ENDED JUNE 30,1998 AND 1997 

kITED 

TRANSMISSION: 

Sewer Line Expenses: 

Cleaning and Stoppage Removals, Mains and Laterals.. 

Accrued Claims 

Maintenance of Laterals 

Maintenance of Mains and Mantioles 

Sewage Pumping Stations 

Metro Pump Station #1 

Metro Pump Station #2 

TOTAL TRANSMISSION 

SCHEDULE B-1 

Year Ended June 30 

1998 1997 

$7,580,207 

1,758,961 

1,309,750 

13.750,266 

11.974,906 

2,878,608 

5,169,810 

44.422,508 

$3,657,525 

1,568,113 

1.431,838 

12.328,073 

16,760,291 

0 

0 

35.745,840 

TREATMENT AND DISPOSAL: 

Cogeneration Faculties 

Point Loma Plant 

Nortti City Water Redamation Plant... 

Fiesta Island Sludge Disposal Plant... 

Metro Biosolid Center. 

South Bay Water Reclamation Plant.. 

|lido System 

Sewage Testing and Control 

Wastewater Chemistry 

Biology/Ocean Operations 

TOTAL TREATMENT ANO DISPOSAL. 

855.565 

12,182,747 

5,284,163 

9.440,314 

4.226,047 

367.696 

1,147,463 

4,599,741 

3,060.961 

2.560,732 

43,725,429 

1,121,468 

9.915.867 

2.432,636 

11,728,803 

142.323 

0 

1,129,154 

11,238,872 

0 

0 

37,709,123 

ACCOUNTING SERVICES: 

General Accounting 

Utaity Commercial , 

TOTAL ACCOUNTING SERVICES.. 

GENERAL AND ADMINISTRATIVE: 

Utnities Administration and General Expense 

Technical Services Administration 

Central Support Facility 

Expense of Other City Departments Applicat>ie to tlie Sewerage UtSity.. 

Engineering Expenses 

Uncollectible Accounts. 

TOTAL GENERAL AND A0HINISTKAT1VE 

}EPRECIAnON.. 

311,619 

5,615,498 

5,927,117 

575,822 

3,858,786 

4,434,608 

TOTAL OPERATING EXPENSES (Exhibit B).. 

22,853,624 

2,682,790 

155.336 

6.023,080 

5,422,591 

(25.458) 

37,011,963 

15,770,610 

$146,857,627 

32,906,279 

0 

0 

1.932,268 

3,197,115 

496.741 

38,532,403 

14,301,399 

$130,723,373 
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Sewer Utilitv 
ESTIMATED A N D ACTUAL CASH RECEIPTS 
FOR THE YEAR ENDED JUNE 30,1998 

UNAUDITED 

Estimate 

Sewer Service Charges $156,047,000 

New Sewer Service Connections 110,000 

Sewage Treatinent Plant Seroices 53,870,970 

Sludge Handling Charge 0 

Interest Eamings 14,500,000 

Services Rendered Other Funds 475,000 

Senrices Rendered Others 689,000 

Capacity Charge Municipal System 5,326,000 

Sale of Electticity/Gas Engine Generation 175,000 

Contributions in Akl 33,037,279 

Reimbursement Agreements 175,000,000 

Ottier Revenue 264,877 

TOTAL RECEIPTS (Exhib i t F) $438.495.126 

Actual 

$152,715,902 

119,960 

48,977,221 

80,390 

20,472,141 

5,508.378 

782.403 

16,136,839 

280,907 

37,552,666 

154,975,979 

(409.893) 

$437,192,893 

SCHEDULE F-1 

Actual Over 
or (Under) 
Estimate 

($2,331,098) 

9,960 

(4,893,749) 

80,390 

5,972,141 

5,033,378 

93,403 

10,810,839 

105,907 

4,515,387 

(20,024,021) 

(674,770) 

($1,302,233) 

APPROPRIATIONS, EXPENDITURES AND ENCUMBRANCES 
FOR THE YEAR ENDED JUNE 30,1998 

UNAUDITED 

Appropriation Expenditures Encumbrances Total 

SCHEDULE F-2 

Unencumt>ered 
Balance 

Maintenance and Operation: 

Salaries and Wages $36,722,667 $36,089,028 $0 $36,089,028 $633,639 

Supplies and Expenses 131,256,288 92,365,826 19,416,320 111,782,146 19,474,142 

Equipment 1,990,832 1,870,035 532,026 2,402,061 (411,229) 

Total Maintenance and Operation 169.9i59,787 130,324,889 19,948,346 150,273,235 19,696,552 

Outiay: 

Salaries and Wages 0 142,276 0 142,276 (142,276) 

Constifuction 426,268,174 253,990,570 131,251,293 385,241,863 41,026,311 

Equipment 96,219 363,481 130,493 493,974 (397,755) 

Total Outiay 426,364,393 254,496,327 131,381,786 385,878,113 40,486,280 

Installment Purchase Agreement Interest and Principal.. 56,537,490 53,589,491 0 53,589,491 2,947,999 

TOTAL (Exh ib i t F) $652,871.670 $438,410,707 $151.330.132 $589.740.839 $63.130.831 
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Sewer Utilitv 
COMPARATIVE STATISTICS - LAST 25 YEARS 

UNAUDITED 

Fiscal Year 

1997-1998 

1996-1997 

1995-1996 

1994-1995 

1993-1994 

1992-1993 

1991 -1992 

1990-1991 

1989-1990 

1988-1989 

1987-1988 

1986-1987 

1985-1986 

1984-1985 

1983-1984 

1982-1983 

1981 -1982 

1980-1981 

1979-1980 

1978-1979 

1977-1978 

1976-1977 

1975-1976 

1974 -1975 

1973-1974 

1972-1973 

Revenue 

$225,268,775 

236,767,405 

191,479,486 

184,022,332 

171,789,868 

165,387,094 

156,398,388 

176,050,678 

135,010,158 

105,569,993 

79,905,782 

66,507,806 

61,537.979 

52.213.372 

46.954.543 

36.361.779 

33.920,624 

30,272,181 

25.155,663 

17,561,366 

14,481,158 

12,812,758 

13,246,496 

11,430,127 

10,689,864 

9,884,454 

Maintenance 
& Operations Depreciation/ 

Expenses Amortization 

Bonded 
Debt 

Interest 

$132,563,528 

113,994,437 

118,989,133 

144,499,560 

108,106,286 

85,908,357 

84,063,686 

97,080,094 

49,310,391 

52,554,119 

43,078,783 

40,399,201 

40,875,962 

33,411,136 

29,025,029 

27,903,104 

21,445,160 

19,028.259 

14.380.431 

9.995.880 

8.548.148 

7.435.366 

7.150.653 

6.151.868 

4.770.672 

4.427.592 

$15,770,610 

14.301.399 

10,966.857 

10,058.635 

10,231,072 

8,691,758 

8,537,235 

7,728,094 

7,595,851 

7,202,283 

6,552,549 

4,793,238 

4,606,729 

4,358,260 

4,270,337 

4,334,128 

4,154,343 

3,709,590 

3,490,499 

3,286,831 

3,105,951 

2,818,588 

2,796,775 

2,532,588 

2,405,586 

2,196,512 

$0 

0 

0 

0 

344,258 

663,368 

759,467 

845,673 

946,601 

1,188,054 

1,093,428 

1,172,475 

1,243,379 

1,317,408 

1,420,917 

1,477,618 

1,576,205 

1,657,258 

1,752,554 

1,846.145 

1.886.886 

1,943.352 

2.082.142 

2.134.392 

2.183.642 

2.228.956 

Installment 
Purchase 

Agreement 
Interest 

$38,653,904 

31.184.467 

19.928.687 

12.467.426 

8.011.497 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

Net 
Income 

(Nel Loss) 

$38,280,733 

77.287,102 

41,594,809 

16,996,711 

45,096,755 

70,123,611 

63,038,000 

70,396,817 

77,157,315 

44,625,537 

29,181,022 

20,142,892 

14,811,909 

13,126,568 

12,238,260 

2,646,929 

6,744,916 

5,877,074 

5,532,179 

2,432,510 

940,173 

615,452 

1,216,926 

611,279 

1,329,964 

1,031,394 

Sewerage 
Utility 
Plant 

$2,115,392,875 

1,886,863,101 

1,570,710,988 

1,255,460,647 

1,086,714,363 

940,408,602 

789,009,185 

660,790,628 

584,655,754 

533,924,815 

495,983,544 

426,717,530 

387,899,143 

361,977,583 

341,933,354 

325,624,027 

305,365,349 

272,093,788 

253,619,444 

237.556.808 

227.473.005 

218.329.880 

205.243.617 

192.958.952 

182.987.436 

171,547.467 
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Sewer Utilitv 
TABLE I 

Total System Flow in Million Gallons 

Bonded 
Debt 

$0 

0 

0 

0 

0 

12.797.000 

15.089.000 

17.296.000 

19.439.000 

21.461.000 

23.411.000 

25.298.000 

^P^7.133,000 

29.063.000 

31.247.000 

33.492.000 

35.658.000 

37.683.000 

39.357,000 

41,135,000 

42,672,000 

44,517,000 

47,350,000 

48,750,000 

50,100,000 

51,400,000 

Installment 
Purchase 

Agreement 

$818,760,000 

833,625,000 

588,285,000 

242,785,000 

247,145,000 

0 

0 

0 

0 

0 

0 

,0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

Retained 
Eamings 

$669,561,142 

630,682,867 

553,395,765 

511,800,956 

494,804,245 

449,707,490 

630,682,867 

316,545,879 

246,149,062 

168,991,747 

125,792,132 

96,575,236 

76,432,344 

61,620,435 

48,493,867 

36,255,607 

35,170,704 

28,425,788 _ 

22,548,714 

17,016,5.15 

14,584,025 

13,643,852 

13,028,400 

11,811,474 

11,200,195 

9,870,231 

Point Loma 
Plant-Metro 

71,828.830 

67,374.450 

65,962.611 

66,525.380 

64,153.910 

68,771.580 

64,144.650 

64,819.740 

69.463.382 

66.951.182 

66.545.240 

63.690.392 

54.434.425 

51.818.921 

50.247.377 

49.287.413 

48.486.180 

47.271.910 

47.722.390 

45.918.285 

43.414.000 

43.043.860 

40.373.910 

39.393.540 

36.176.540 

36.149.400 

Municipal 
Plant 

1.509.261 

1.252.061 

1.226.956 

1.321.614 

1.310.714 

1.318.696 

1.177.417 

1.365.091 

1.405.081 

1.425.883 

1.316.763 

1.270.092 

1.209.691 

1.217.721 

1.210.064 

1.190.283 

932.985 

992.238 

1.073.023 

943.983 

938.139 

731.222 

674.953 

644.093 

562.366 

470.321 

Total Flow 

73.338.091 

68.626.511 

67.189.567 

67.846.994 

65.464.624 

70.090.276 

65.322.067 

66.184.831 

' 70.868.463 

68.377.065 

67.862.003 

64.960.484 

55.644.116 

53,036.642 

51,457.441 

50,477.696 

49,419.165 

48,264.148 

48,795.413 

46,862.268 

44,352.139 

43,775.082 

41,048.863 

40,037.633 

36,738.906 

36,619.721 

Fiscal Year 

1997-1998 

1996-1997 

1995-1996 

1994 -1995 

1993-1994 

1992 -1993 

1991-1992 

1990-1991 

1989-1990 

1988-1989 

1987-1988 

1986-1987 

1985-1986 

1984-1985 

1983-1984 

1982 -1983 

1981 - 1982 

1980-1981 

1979-1980 

1978-1979 

1977-1978 

1976-1977 

1975-1976 

1974 -1975 

1973-1974 

1972 -1973 
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Sewer Utilitv 
GENERAL STATISTICS TABLE II 
FOR THE YEAR ENDED JUNE 30,1998 

UNAUDITED 

Population (Estimated June 30,1998) 1,224,848 

Sewage Flow RB / San Pasqual Municipal System (Million Gallons) 1,509.261 

Sewage Flow Metropolitan System (Million Gallons) 71,828.830 

Total Sewage Flow Municipal and Metropolitan System (Million Gallons) 73,338.091 

Other Agencies'Sewage Flow (Million Gallons) 21,109.425 

Total City Sewage Flow (Million Gallons) 52,228.666 

Average Dally Municipal and Metanopolltan Systems Sewage Flow (Million Gallons) 200.926 

Average Daily City Sewage Flow (Million Gallons) 143.092 

Average Daily City Sewage Flow per Capita (Gallons) 116.824 

Maximum Daily Sewage Flow - Metropolitan System February 24,1998 (Million Gallons) 348.910 

Minimum Daily Sewage Flow - Mebopolltan System June 30,1998 (Million Gallons) 159.060 

Sewer Sennce Laterals - June 30,1998 259,666 

Municipal Sewer System Mains in Service - June 30,1998 (Miles) 2,554.3 

Metropolitan Interceptor Sewer Mains in Service - June 30,1998 (Miles) 25.41 

Sludge Disposal Unes in Service - June 30,1998 (Miles) 6.50 

Ocean Outfoll Line in Service - June 30,1998 (Miles) 4.50 

Total Sewer Mains and Lines In Service - June 30,1998 (Miles) 2,590.7 
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Sewer Utilitv 
SALES STATISTICS AND PRINCIPAL RATES TABLE III 

^REVENUES - SEWER SERVICE CHARGES 

250 

200 . 

S 150 

CLASS 

REVENUES • (Thousand Dollars) 

Single Family Domestic 

Other Domestic 

Commercial 

Industrial 

Outside City 

Treat Plant Serv. for Others 

TOTAL 

PRINCIPAL RATES - (As of June 30,1998) 

1. For single family dwelling unit serviced by a separate water meter - $7.57 base fee plus $2.58 per HCF per month. 

80 9 1 9 2 9 3 9 4 9 5 9 6 97 98 
Fiscal Year 

Year End! 

1998 

$63,718 

45,145 

38,317 

7,564 

9 

49,613 

$204,366 

ng June 30 

1997 

$60,459 

42,845 

34,245 

7,818 

10 

72,298 

$217,675 

Growth 

Amount 

$3,259 

2,300 

4,072 

(254) 

(1) 

(22,685) 

($13,309) 

Percent 

5.39% 

5.37% 

11.89% 

-3.25% 

-10.00% 

-31.38% 

-6.11% 

2. The monthly sewer service charge for all premises other tiian single femily dwellings serviced by separate water meters shall be 
forty-five cents ($0.45) per month, plus a charge per 100 cubic feet of water delivered, computed in accordance with the 
Dllowing table: 

User Class 
A 
B 
C 
D 
E 
F 
G 
H 
1 
J 
K 

Average Suspended 
Solids Concentration 

(Parts per Million) 
0-100 

101-200 
201-300 
301-400 
401-500 
501-600 
601-700 
701-800 
801-900 

901-1,000 
1,001+ 

Rate Per HCF 
at 70-74% 

Retum to Sewer 
1.471 
1.649 
1.814 
1.979 
2.156 
2.321 
2.490 
2.656 
2.832 
2.995 
** 

'Charge for customers whose retum to sewer deviates from 70:75% to be determined based on the following formula: 
Rate per HCF = Rate at 70-75% retum/dass midpoint (72.5% return) X midpoint of appropriate return dass. 

* Class K/V shall include all dischargers of wastewater whose discharge exceeds 1,000 part per million of suspended solids. The 
The rate per HCF will be individually computed for dischargers in Class K/V on the basis of $1.814 per HCF of flow, and $0,235 
per 100 parts per million of suspended solids, at 100% retum. 

3. The City Manager has the power to establish reasonable sewer charges, other than those listed above: 
a., where sewage is substantially different in volume and type than the average, 
b. where water is received firom another source than the city's source. 

^ ^ w h e r e use is such that water supplied is not substantially or entirely discharged into the sewer system. 
^ w b r fire sen/ice connection 

e. whether not connected to the City's sewer system. 
f. where inigation water is separately measured. 
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APPENDIX B 

CERTAIN INFORMATION REGARDING 
THE CFTY OF SAN DIEGO AND AREA 

The information and expressions of opinion set forth herein have been obtained from sources believed to 
be reliable, but such information is not guaranteed as to accuracy or completeness. Statements contained herein 
which involve estimates, forecasts, or matters of opinion, whether or not expressly so described herein, are 
intended solely as such and are not to be construed as representations of facts. The information and expressions 
of opinion herein are subject to change without notice, and neither delivery of this Official Statement nor any 
sale ofthe iSeries 1999 Bonds made thereafter shall under any circumstances create any implication that there 
has been no change in the affairs ofthe City or in any other information contained herein since the date ofthe 
Official Statement 

INTRODUCTION 

With a total population of 1.2 million in 1998 and a land area of 330 square miles, the City of San Diego 
(the "City") is the sixth largest city in the nation and the second largest city in California. The City is the coimty 
seat for the County of San Diego (the "Coimty") and is the County's business and financial center. 

The City's population grew by 14% between 1989 and 1998 for an average increase of 16,800 annually. A 
major factor in the City's growth is its quality of life. In addition to having a favorable climate, the City offers a 
wide range of cultural and recreational services to both residents and visitors. With mild temperatiures year rotmd, 
the City's nimierous beaches, paries, tennis courts, and golf courses are in constant use. 

Another factor in the City's growth is an e>g)anding diversified economy. Recent growth has been 
concentrated in four major areas: high tech manufacturing and research (including electronics, communications 
equipment, scientific instnmients, dmgs, and biomedical equipment); professional services; tourism; and 
international trade. In addition to these expanding industries, the City benefits from a stable economic foimdation 
conqposed of basic mamifacturing (ship building, industrial machinety, television & video equipment, and printing 
& publishing), pubhc and private higher education, health services, mihtary, and local government 

Expansion in the high tech inanufacturing and research con^onent of die City's economic base has been 
led by the rapid emergence of telecommunications. Major participants in die City's telecommimications industry 
include manufacturers of personal communications equî nnent, radio/TV communications equipment, network 
communications equipment/systems, sateUite communications equipmeiit, and mihtary surveillance/guidance 
systems. The City is the primary locatioii for telecommimications firms in flie Coimty, with the Sorrento Valley area 
emerging as a major center in die develq)ment and manufactming of products using wireless and digital technology. 

Another conponent of flie City's high tech industry is the biotechnology sector, which includes conqianies 
involved in developing chemical and biological products for use in flie treatment and diagnosis of diseases and 
various medical conditions. As with telecommunications, the biotechnology industry is concentrated in flie City, 
wifli fhe highest concentration in the area around the University of California, San Diego. Growth in both 
biotechnology and other high tech industries has been facihtated by the City's well established research 
organizations. Among flie more inqxirtant research facihties located in the City are the Scripps Research Institute, 
the Salk Institute for Biological Studies, and the San Diego Super Computer Center. 

The City is also home to a growing software iudustry. Components within this industry include basic 
conqiuter programming services, prepackaged software, systems integration services, and development of 
multimedia products. 
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ECONOMIC AND DEMOGRAPHIC INFORMATION 

Data contained under this caption is intended to portray economic, demographic, and business trends 
within the City. While not constituting direct revenue sources as such, these trends help explain changes in 
revenue sources such as property taxes, sales taxes, and transient occupancy taxes, which could be impacted by 
economic conditions. 

Population 

As set forth in Table 1 below, between January 1, 1989 and January 1, 1998, the City's population has 
increased by 151,600 (or by approximately 16,800 new residents annually in the nine year period). 

Table 1 
POPULATION GROWTH 

Calendar Years 1989 through 1998 

Calendar 
Year<'> 

1989 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 

Cityof 
San Diego 

1,073,200 
1,110,500 
1,126,000 
1,141,300 
1,156,200 
1,163,000 
1,170,200 
1,179,500 
1,199,000 
1,224,800 

Annual 
GrowfliRate 

2.8% 
3.5% 
1.4% 
1.4% 
1.3% 
0.6% 
0.6% 
0.8% 
1.7% 
2.2% 

County of 
San Diego 

2,388,700 
2,498,000 
2,539,600 
2,583,500 
2,614,200 
2,638,500 
2,658,600 
2,682,100 
2,729,100 
2,794,800 

Aimual 
GrowfliRate 

3.8% 
3.3% 
1.7% 
1.7% 
1.2% 
0.9% 
0.8% 
0.9% 
1.8% 
2.4% 

State of 
California 

29,063,000 
29,760,000 
30,296,000 
30,845,000 
31,303,000 
31,661,000 
31,910,000 
32,223,000 
32,670,000 
33,252,000 

Aimual 
GrowfliRate 

2.6% 
2.4% 
1.8% 
1.8% 
1.5% 
1.1% 
0.8% 
1.0% 
1.4% 
1.8% 

(1) As of January 1 of tfae calendar year. 
Source: State of Caiifomia, Department of Finance. 

As indicated in the following table, enrollment in kindergarten through grade 12 in the San Diego Unified 
School District has continued to grow at a relatively moderate pace during the 1990's. 

Table 2 
SAN DIEGO UNIFIED SCHOOL DISTRICT 

ENROLLMENT AND ATTENDANCE 
School Year 1993-94 through 1997-98 

School Year 

1993-94 
1994-95 
1995-96 
1996-97 
1997-98 

Average Daily Attendance 

123,509 
124,992 
127,892 
130,284 
132,201 

Source: San Diego Unified School District, Controller. 

Employment Summary 

As seen in Table 3, the City's imenqiloyment rate for calendar year 1997 averaged 4.3% which was down 
from a 5.4% rate during calendar year 1996. The City's 1997 unenqiloyment rate was below both the national rate 
of 5.0% andthe State rate of 6.3%. 
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Tables 
ESTIMATED AVERAGE ANNUAL EMPLOYMENT AND 

UNEMPLOYMENT OF RESIDENT LABOR FORCE 
Calendar Years 1993 through 1997 

1993 1994 1995 1996 1997 

Civilian Labor Force City of San Diego 
Enqiloyed 
Unemployed 

Unemployment Rates 
City 
County 
California 
United States 

518,200 
44,100 

7.8% 
7.7 
9.2 
6.8 

525,800 
40,500 

7.2% 
7.0 
8.6 
6.1 

525,600 
36,500 

6.6% 
6.4 
7.8 
5.6 

536,500 
30,600 

5.4% 
5.3 
7.2 
5.4 

562,400 
25,400 

4.3% 
4.2 
6.3 
5.0 

Source: State of Caiifomia Efiqiloyment Development Department, Labor Maiket Infonnation Division; U.S. Department of Labor, Bureau of 
Labor Statistics. 

Table 4 provides the En^loyment Development Department's estimates of total annual nonagricultural 
wage and salaiy enqiloyment by major industry in the County during the period 1993 to 1997. Annual enqiloyment 
information is not regularly conqiiled by sector for tfae City alone. As shown, total nonagricultural wage and salaiy 
eiiq)loyment in tfae County increased by 102,100 new jobs during tbis period. 

Table 4 
SAN DIEGO COUNTY 

WAGE AND SALARY EMPLOYMENT 
Calendar Years 1993 through 1997 

1993 1994 1995 1996 1997 

Mining 
Construction 
Manufacturing 

Nondurable Goods 
Durable Goods 

Transportation, (Communications, Utilities '̂̂  
Trade 

Wholesale 
Retail 

Finance, Insurance, Real Estate 
Services 
Government 

Federal 
State and Local 

TOTAL NONAGRICULTURAL^̂ ) 

400 
39,500 

117,500 
32,300 
85,200 
35,700 

225,500 
39,700 

185,800 
62,200 

287,300 
179,100 
44,300 

134,700 
947,200 

400 
40,600 

114,100 
32,300 
81,800 
36,400 

227,000 
42,000 

185,100 
59,100 

296,100 
181,500 
45,400 

136,100 
955,300 

300 
43,600 

114,900 
31,600 
83,300 
37,400 

229,500 
42,900 

186,600 
55,800 

310,900 
186,100 
45,700 

140,400 
978,600 

400 
45,500 

117,500 
32,200 
85,200 
38,300 

235,900 
42,700 

193,200 
57,400 

321,200 
190,100 
45,800 

144,300 
1,006,200 

400 
52,500 

122,100 
33,600 
88,500 
41,100 

241,100 
44,500 

196,600 
60,900 

338,800 
192,500 
44,900 

147,600 
1,049,300 

(1) Includes trucking and transit services, telephone and broadcast/cables services, and gas and electric services. 
(2) Figures may not add to total due to independent rounding. 
Source: State of Caiifomia Employment Development Depaitment 

Since the industry enqiloyment data referenced above is organized by standard industrial classification 
codes, enqjloyment in fhe various high tech categories, such as Telecommunications, Biotechnology, and Software 
may not faU into a single enqiloyment sector alone. For exanq>le, some categories of firms in Telecommunications 
appear in Manufacturing, while certain other categories appear in Services. 

The following is a discussion of flie trends shown in flie above Wage and Salary Enqiloyment table. 
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Manufacturing. During the early 1990's, manufacturing employment in the County recorded sharp 
declines, due primarily to the relocation of much of its aerospace - industry. After bottoming out in 1994, 
manufacturing en^loyment recorded consecutive annual increases of approximately 800 and 2,600 in 1995 and 
1996, respectively. Manufacturing employment continued to grow in 1997, averaging 122,100 for the year, up by 
4,600 jobs from 1996, with gains reported in most major categories, including electronics, industrial machinety and 
aerospace. 

Construction. Construction employment in the County grew by approximately 7,000 during 1997, after 
increasing by approximately 1,900 during 1996. 

Transportation, Communications and Utilities. The Transportation, Communications and Utihties 
iodustiy classification recorded a net increase of 2,800 new jobs ia the Coimty during 1997. This included a gain of 
approximately 1,600 in Transportation and 1,300 in Communications, partially offset by a loss of approximately 100 
jobs in flie Electric and Gas Utihties categoty. 

Wholesale and Retail Trade. Combined, the Retail and Wholesale Trade sectors account for 23% of total 
nonagricultural wage and salaty enqiloyment during 1997. Wholesale trade added approximately 1,800 jobs in 
1997, after a decline of approximately 200 during 1996. Retail trade enqiloyment increased by approximately 
3,400 in 1997 after increasing by approximately 6,600 in 1996. 

Finance, Insurance and Real Estate. Countywide enq>loyment in the Finance, Insurance and Real Estate 
sector mcreased by approximately 3,500 jobs during 1997, after adding approximately 1,600 jobs during 1996. 

Services. Enqiloyment in the County's Services sector grew by approximately 17,600 jobs, or 5.5% in 
1997, following a gain of 10,300 jobs tfae previous year. All ofthe major categories recorded year-to-year gains, led 
by Business Services (-̂ 6,400) and Engineering and Management (+3,100). 

Much ofthe growth in the Engineering and Management categoty during 1996 and 1997 is related to gains 
in the Telecommunications and Biotechnology subcategories within this grouping. The strong growth in the 
Business Services categoty reflects increases m the Data Services and Software subcategories. 

Government. The Government sector, which accounted for 18% of total 1997 nonagricultural wage and 
salaty enq>loyment in fhe County, grew by approximately 2,400 jobs during 1997. This increase occurred in State 
and local govemment agencies, with almost all of the increase due to gains in pubhc education. Federal 
enqiloyment was down by 900 jobs during the year. 

Military Employment and Civilian Defense Spending. According to the San Diego Chaniber of 
Commerce, the County, with a total mihtaty and civilian payroll of $3.7 bilhon in the federal fiscal year 1997, 
continued to lead all counties in the nation in tenns of combined mihtaty and civilian payrolls. Total civilian 
defense contracts awarded to County-based businesses totaled $2.7 bilhon during the federal fiscal year 1997, down 
sUghfly from $2.8 bilhon in the previous year. The Department of Defense also spent $1.2 biUion on base operation 
expenses, $1.0 biUion on retirement benefits, and another $0.9 bilhon on various classified contracts, sub contracts, 
and other contracts of less than $1,000 each. The total defense spending in 1997 was $9.56 biUion representing only 
a fractional increase over flie $9.48 bilhon reported m 1996. The San Diego Chamber of Commerce estimates that 
as of June 1, 1997, total active duty mihtaty persoimel in the County totaled 113,100 and flie total civilian 
enqiloyment was 23,200. 

Taxable Sales 

According to the California State Board of Equalization, taxable transactions at retaU and other ouflets in 
flie City during calendar year 1997 totaled approximately $12.4 bilhon, up 9.7% from 1996, and up 27.8% from 
1993.^ Table 5 provides annual sales infonnation by type of ouflet for the period 1993 through 1997. 
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Table 5 
CITY OF SAN DIEGO 

TAXABLE TRANSACTIONS 
Calendar Years 1993 through 1997 

(in thousands) 

1993 1994 1995 1996 1997 

RetaU Stores 
Apparel 
General Merchandise 
Drag 
Food 
Packaged Liquor 
Eating and Drinking 
Home Furnishings and 

Appliances 
BuUchng Materials and Farm 

In^lements 
Auto Dealers & Supphes 
Service Stations 
Oflier 

Total RetaU Stores 
AU Oflier Ouflets 
Total AU Ouflets 

$ 433,780 
1,043,784 

175,783 
508,069 

68,333 
1,119,170 

346,672 

441,905 

902,145 
610,907 

1,266,404 
6,916,952 
2,760,162 

$ 9,677,114 

$ 447,313 
1,054,734 

178,139 
495,380 

61,625 
1,148,154 

405,446 

426,329 

958,513 
607,873 

. 1,298,837 
7,082,343 
2,975,794 

$ 10,058,137 

$ 434,581 
1,074,910 

173,447 
498,605 

61,532 
1,229,823 

447,654 

441,099 

1,042,689 
604,944 

1,381,085 
7,390,369 
3,167,820 

$ 10,558,189 

$ 451,984 
1,120.672 

183,977 
521,014 

62,141 
1,307,079 

492,104 

469,293 

1,089,331 
672,559 

1,492,879 
7,863,033 
3,426,610 

$ 11,289,643 

$ 485,551 
1,354,698 

(1) 
554,625 

(2) 
1,380,894 

444.930 

603,365 

1,189,462 
673,078 

1,686,807 
8,373,410 
4,024,433 

$ 12,397,843 

(1) Included in General Merchandise. 
(2) Included in Otfaer Retail. 
Source: Caiifomia State Board of Equalization. 

Tourism 

According to the San Diego (Chamber of Commerce, the visitor industty is the County's third largest 
industty in tenns of income generation, behind manufacturing and the mihtaty. 

As shown in Table 6, visitor spending m flie County totaled $4.37 biUion m 1997, up 26.7% from 1993 and 
up 7.9% from 1996. 

Table 6 
SAN DIEGO COUNTY 

TOTAL VISITOR SPENDING 
Calendar Years 1993 through 1997 

(in billions) 

Calendar Year 

1993 
1994 
1995 
1996 
1997 

Amount 

$3.45 
$3.64 
$3.80 
$ 4.05 
$4.37 

Source: San Diego Convention and Visitors Bureau. 
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As shown in Table 7, the transient occupancy tax (TOT) revenues have been exhibiting a strong upward 
trend. The TOT revenues have grown substantiaUy between Fiscal Year 1994 and Fiscal Year 1998. Th^ was 
accounted for in part by a 16.7% rate increase early in the Fiscal Year ended June 30, 1995. 

( 
Table? 

CITY OF SAN DIEGC 1 
TRANSIENT OCCUPANCY TAX<" 

Fiscal Years 1994 through 1998^^ 

Fiscal^ Year 

1994 
1995<''> 
1996 
1997 
1998 

(in thousands) 

Amount 

$ 49,998< )̂ 
$ 57,211 
$ 64,427 
$ 75,476 
S 85,088 

(1) Includes General Fund portion of TOT (5.5^ of 10.50) and balance (5;! of 10.50) allocated to Special Promotional Programs. 
(2) Fiscal Year refers to the twelve montfa period fiom July I ofthe previous year to June 30 ofthe referenced year. 
(3) In tiie fiscal year ended June 30,1994, the City began accounting for transient occupancy tax revenues on an accrued basis, rather than on a 

cash basis, as allowable under the National Council on Governmental Accounting (NCGA) Statement No. 1. Since the amount in fiscal 
1994 wfaicfa would faave been accoimted for in fiscal 1993 faad tfae City begun using tfae accrual metfaod earlier, was not deducted fivm 1994 
receipts, fhis faad the effect of providing a one-time increase of $3,801,000. 

(4) Rate increase fiom 9% (90 per $1) of faotel room rates to 10.5% (10.50 per $1) on August 1,1994. 
^ Source: City Auditor & Comptroller for Fiscal 1994-1997, and City Budget and Management Services for Fiscal 1998. 

As shown in Table 8, contributing to flie growth in visitor spending has been growth in convention 
spending. Estimated direct and indirect spending by both delegates and exhibitors in association with conventions 
hosted at the San Diego Convention C ênter totaled $257.3 mUhon m 1997, up 4% from 1996 and up by 61% fiom 
1993. 

Table 8 
SAN DIEGO CONVENTION CENTER<'> 

Calendar Years 1993 through 1997 

Clalendar Estimated Number of Total Delegate 
Year Spending^^^ Conventions Attendance 

1993̂ )̂ $160,112,046 52 236,600 
1994 210,435,456 48 232,600 
1995 243,669,716 49 330,510 
1996 247,375,380 52 285,812 
1997 257,276,865 59 290,802 

(1) Table includes tiie San Diego Clonvention Center, it does not include otfaer sources of convention activity in the San Diego region. 
(2) These estimates are based on faistorical spending patterns since tiie opening of tfae Convention Center in 1989. 
(3) Clonvention q>ending was down in 1993 due to tiie impact ofthe recession and tfae rescheduling of several larger conventions to 1992 

in order to coincide witfa tfae America's Cup in tfae Spring of 1992. 
Source: San Diego Convention and Visitors Bureau. 

The City is the focal point for tourism in the Ck>unty. The Convention (Center, approximately 75% of tfae 
County's hotel and motel rooms, and aU of flie Coimty's major tourist attractions, including flie world-renowned San 
Diego Zoo, flie San Diego WUd Animal Park and Sea World, are located in the City. Other atbiactions located in the 
City include tfae (CabriUo National Monument on Point Loma, flie historic Gaslanqi (Quarter in tfae downtown area, 
the Old Town State Park, and Balboa Park - home to the San Diego Zoo and a host of other cultural and recreational 
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activities. According to the San Diego Convention and Visitors Bureau, total attendance at aU ofthese attractions, 
includmg museums, totaled 20.5 miUion during 1997, up 1.7% from 1996. 

In addition to the many pennanent attractions available to visitors, the City has also been host to a number 
of major events. The City hosted the America's Cup in 1992 and 1995 and the Super Bowl m Januaty 1998. In 
addition, the City was the site for the Repubhcan National Convention faeld in August 1996. 

Associated witfa the growth in tourism has been an increase in traffic through San Diego's Lindbergh Field 
International Airport According to the San Diego Unified Port District, in 1997 there were 7.2 miUion arrivals, iqj 
4.3% from 1996. In Januaty 1998, the San Diego Unified Port District conq>leted a $238 milhon expansion to flie 
airport Features of this expansion include an expanded terminal, a new pedestrian bridge, and inproved roadways 
and parking lots. 

International Trade 

The table below is from the International Trade Administration's Exporter Location Series. This data is 
conqiUed on an f.a.s (free alongside ship) basis and includes domestic e}q>orts and re-exports. The total value of 
exports from the County during 1997totaled $7.8 bilhon, up 16.4% fixim 1996. 

Table 9 
VALUATION OF EXPORTS 

ORIGINATING IN SAN DIEGO COUNTY 
Calendar Years 1993 through 1997 

(in bUUons) 

Calendar Year 

1993 
1994 
1995 
1996 
1997 

Total Exports 

$4.4 
$4.9 
$5.9 
$6.7 
$7.8 

Source: International Trade Administration 

Major Employers 

The City is host to a diverse mix of major enqiloyers representing industries ranging from education and 
healtfa services, to diversified manufacturing, financial services, retaU trade and amusement and recreation. Table 10 
provides mfoimation published in the 1998-99 Business Referral Dhectoty of the Greater San Diego Chamber of 
Commerce. AU ofthe businesses listed in flie foUowing table have their main offices in the City, witfa many having 
branch offices and/or production facihties in oflier areas of the County. Accordingly, not aU enqiloyees of these 
businesses work within flie City. 
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Table 10 
CITY OF SAN DEEGO 

MAJOR EMPLOYERS^" 
Calendar Year 199^^ 

Employer 

10,000 or More Employees: 

San Diego Unified School District 
Sharp Health Care 
University of California, San Diego 

5,000 - 9,999 Employees: 

National Steel & Sfaq)buUding Conqiany 
(^ualcomm 
San Diego (Community (CoUege District 
Scripps Healtfa 

3,000 - 4,999 Employees: 

Kaiser Permanente 
Palomar Pomerado Healfli System 
San Diego Gas & Electric/Sempra Energy 
Science Apphcations International Corporation 
Seaworld of (Caiifomia 
Solar Turbines 
Sony Technology (Center 

2,000 - 2,999 Employees: 

Ace Parking 
Bank of America 
Cubic Corporation 
Foodmaker 
Hewlett Packard Conqiany 
Home Depot 
Maiqiower Tenpoiaty Services 
Nordstrom 
Pacific BeU 
Samstmg 
San Diego State University 
Scripps Research Institute 
Target Stores - San Diego 
University of San Diego 

Product/Service 

Education 
Health Service 
Higher Education 

Sliipbmlding, Repair 
Wireless Communications 
Higher Education 
Healtfa Service 

Healtfa Service 
Healtfa Service 
Utihty 
Research and Development 
Entertainment 
Gas Turbine Manufacturing 
Electronics 

Parking Stations and Garages 
Banking 
Electronic Systems 
Restaurants 
Electronic Instruments 
BuUding materials 
Enqiloyment Service 
Dqiartment Store 
Utihty 
Electronics 
Higher Education 
Biomedical Research 
RetaU 
Higher Education 

(1) Does not include various major public employers, including tiie City, the County, and the federal government witfa a combined total 
enqiloyment of 176,800. 

(2) As ofJanuaiy 1,1998. 
Source: Greater San Diego Chamber of Commerce. 

EfTective Buying Income 

Table 11 shows the per capita Effective Buying Income (EBI) for the City, the County, the State, and the 
United States for calendar years 1993 through 1997. The estimates for each calendar year are published in flie 
September issue of the foUowing calendar year (i.e., data for 1998 wiU be published in the September 1999 issue). 
The purpose of fliis table is to show the EBI wifliin the City of San Diego as conqiared to oflier locations. 
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Table 11 
PER CAPITA EFFECTIVE BUYING INCOME 

Calendar Years 1993 through 1997 

Calendar 
Year 

1993 
1994 
1995(1) 
1996 
1997 

Cityof 
San Diego 

$16,667 
$17,220 
$14,770 
$15,139 
$15,804 

County of 
San Diego 

$16,485 
$17,034 
$14,609 
$14,975 
$15,618 

State of 
Caiifomia 

$16,672 
$17,275 
$14,759 
$15,068 
$15,797 

United 
States 

$16,064 
$16,918 
$14,965 
$15,555 
$16,281 

(1) Prior to 1995, estimates of EBI were based on the Bureau of Economic Analysis definition of "personal income" less personal tax payments. 
Beginning in 1995, tfae estimates were based on the Census Bureau's definition of "money income" less personal tax payments. Since tfae 
Census definition excludes certain sources of income, such as interest and rents, ennployer contiibutions to pnvate pension funds, and 
Medicaid and Medicare, the overall figures from 1995 onwards were lower compared to the prior years. (According to Sales & Maiketing 
Management Magazine, "personal income" is greater tfaan 'money income' by 11-14%.) In addition, because of geographic differences in 
sources of income, per capita EBI estimates based on "money income" for some areas, sucfa as C:aliforaia and San Diego, were below the 
national average. 

Source: Sales & Marketing Management Magazine "Survey of Buying Power." 

Building Permits 

Table 12 provides a summaty of flie biulding pennit valuations, and the number of new dwelling units 
authorized m the City, for Fiscal Years 1994 through 1998. The valuation of non-residential pennits includes both 
private commercial constmction and pubhcly fimded, non-tax generating projects. 

Table 12 
CITY OF SAN DIEGO 

BUILDING PERMIT VALUATIONS 
AND NUMBER OF DWELLING UNITS 

Fiscal Years Ended June 30,1994 through 1998 

1994 1995 1996 1997 1998 

Valuation (in thousands) 

Residential 

Nonresidential 

Total 

Number of New Dwelling Units: 

Single Family 

Multiple Family 

Total 

$475,878 

325.245 

$801,123 

1.860 

992 

2,852 

$432,957 

382.514 

$815,471 

1.440 

1.212 

2,652 

$396,681 

450.301 

$846,982 

1.468 

774 

2,242 

$541,443 

478.887 

$1,020,330 

2,197 

1.014 

3,211 

$890,476 

576.170 

$1,466,646 

3,032 

3,018 

6,050 

Source: City ofSan Diego, Development Services Department 
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Business Development Program 

The City recognizes the need to inqirove the local business climate and aggressively support economic 
development and job creation activities. To achieve this, the City has established a conqirehensive Business 
Development Program. A key element of this program is the Business Expansion and Retention Program (BEAR 
Program) which represents a proactive effort on the part of the City to work directiy with businesses to improve flie 
retention rate among local firms and to expand the level of investment and job growth. This program was created in 
mid 1995 by integrating the City's existing business development activities to provide centralized coordination, data 
management, and to expand operational relationships with partnership agencies such as the Economic Development 
Corporation and San Diego Gas & Electric Corporation. Some ofthe BEAR Program conq)onents include Business 
Incentives, Targeted Assistance, Business Cooperation Program, Business Outreach, and Business Finance. 

The primaiy focus of flie City's overaU business development effort has been on streamlining the current 
permitting process and, when feasible, eliminating or reducing existing fees and pennits. A major conq)onent of 
this streamlining effort has been the creation of a "one-stop" permitting center to reduce the development permit 
processing time by as much as one-half The center eliminates flie need for permit apphcants to seek approval fiiom 
several City departments by consohdating the review and permit process into a "one-stop" process. 

The City also operates the Business Resource Station, an mteractive infomiation center designed to provide 
aspiring entrepreneurs with eveiything they need to know about starting a smaU business in the City. In 1994, the 
City CouncU reduced the Business License Tax for aU businesses with 12 or fewer enqiloyees from $125 and $5 per 
enqiloyee to $70 per business and $3 per enqiloyee, and in 1995 reduced it even fiulfaer, to a flat fee of $34 per 
business wifli no per enqiloyee charge. 

Transportation 

San Diego has a weU-developed and relatively uncongested highway systeuL Access in and out of flie 
region is provided by five major freeways running norfli and soutfa and fliree freeways running east and west 

PubUc transportation flvough the City and metropohtan surrounding communities is provided by the San 
Diego Metropohtan Transit Development Board ("MTDB"). The San Diego TroUey, Lac. operates a fleet of electric 
troUeys that provides transportation for commuters and tourists from downtown San Diego to San Ysidro (adjacent 
to Tijuana), and from downtown San Diego to flie southern part of the County and East County. The East Line 
extension to Santee was conqileted in June 1996. This 3.6 mUe extension connects El Cajon with Santee. The 
froUey also provides service from downtown San Diego to flie waterfront area, including the Convention Center. 
Another extension that provides service from downtown to tfae historical Old Town section of tfae City was 
conqileted in June 1996. In addition, the Mission VaUey extension, which connects Old Town with flie Mission 
VaUey shopping area, ending at tfae Mission San Diego, opened in December 1997. In May 1998, flie U.S. Congress 
approved a transportation biU which earmarked $325 miUion for a 6-mUe troUey extension connecting the Mission 
VaUey Line wifli the East Line in La Mesa. 

A 43-nule Coaster Commuter raU line from Oceanside to downtown San Diego came mto service in 1995. 
This line links communities along the coast from Oceanside to Del Mar with downtown San Diego and is operated 
by Norfli County Transit Distiict ("NCTD"). 

Proposition A, voter approved in Novemba' 1987, authorized a one-half cent increase to the local sales tax 
to fimd transportation inqirovements for Ifae San Diego region. Through Fiscal Year 1998, the City has been 
aUocated $157.7 miUion in Proposition A fimds and expects to receive an additional $38.2 milhon flurough Fiscal 
Year 2000. 
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, State Propositions 108/111/116, voter approved in June 1990, increased the State gas tax and authorized flie 
sale of raU bonds. The revenues generated from these measures are to be used to inqilement a conqirehensive 
Statewide transportation funding program through the year 2000. Increased revenues to the City resiUting from 
Proposition I l l ' s increased gas tax subventions are estimated at $66.7 milhon over the ten year period from 1991 
flirough 2000. Through Fiscal Year 1998, the City has received approximately $48.6 miUion in Proposition 111 
fimds. Revenues from tfais source supplement the City's street maintenance and resurfacing program, and other 
street related services, including traffic hght and signal maintenance, median maintenance and tiaffic engineering to 
ensure efficient traffic flow. 
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APPENDIX C 

DEFINITIONS OF CERTAIN TERMS 

Tbe foUowing is a sununary of certain definitions set forth in the Indenture and in the Installment 
Purchase A^eement These summaries do not purport to be comprehensive and reference should be made to 
such documents for a fuU and complete statement of such definitions. AU capitalized terms not defined in this 
summary or this Ofiicial Statement shaU have the meanings set forth in the Indenture and in the Installment 
Purchase Agreement 

"Accoimtant's Report" means a report signed by an Indq^endent Certified Pubhc Accountant 

"Acquisition Costs" means aU costs of acquiring, constmcting, installing or inqiroving the Project, 
including but not limited to: (i) aU costs which the Authority or die City shaU be required to pay to a manufacturer, 
vendor or contractor or any other person under the tenns of any contract or contracts for flie acquisition, 
construction, installation or improvement of the Project; (u) obhgations of flie Aufliority or flie City incuired for 
labor and materials (including obhgations payable to the Authority or flie City for actual out-of-pocket expenses of 
flie Authority or flie City) in connection with the acquisition, constmction, installation or improvement of the 
Project, including reimbursement to tfae Aufliority or the City for aU advances and payments made in connection 
with the Project prior to or after dehvety ofthe Bonds; (iii) tfae costs of performance or other bonds and any and aU 
types of insurance tfaat may be necessaty or ^ipropiiate to have in effect during tfae course of acquisition, 
construction, installation or inqirovement of tfae 'Project; (iv) aU costs of engineering and architectural services, 
including tfae actual out-of-pocket costs of tfae Aufliority or the City for test borings, surveys, estimates, plans and 
specifications and preliminaty investigations flierefor, development fees and sales commissions, and for siqiervising 
acquisition, construction, installation and inqirovement, as weU as for the perfonnance of aU other duties required by 
or consequent to flie proper acquisition, constmction, installation or inqirovement of flie Project; and (v) any sums 
required to reimburse flie Authority or flie City for advances made by flie Aufliority or tfae City for any of the above 
items or for any other costs incurred and for woric done by the Auihority or flie City which are properly chargeable 
to the acquisition, constmction, installation or inqirovement of flie Project 

"Additional Bonds" means aU revenue bonds ofthe Authority which are secured by InstaUment Payments 
authorized by and at any time Outstanding pursuant to the Indentiu:e and executed, issued and dehvered in 
accordance with flie Indenture. 

"Ambac" means Ambac Assurance Corporation, a Wisconsin-domicUed stock insurance corporation. 

"Annual Debt Service" means, for any Fiscal Year, the sum of (i) the interest payable on aU Outstanding 
Bonds in such Fiscal Year, assuming that aU Outstandmg Serial Bonds are retired as scheduled and fliat aU 
Outstanding Term Bonds are redeemed or paid from sinking fimd payments as scheduled (except to the extent that 
such interest is to be paid from the proceeds of the sale of any Bonds); (ii) the piincqial amount of aU Outstanding 
Serial Bonds maturing by their terms in such Fiscal Year; and (iii) the principal amount of aU Outstanding Term 
Bonds required to be redeemed or paid in such Fiscal Year (togeflier witfa tfae redenqition premiums, if any, thereon). 

"Auditor and ComptroUer" means flie Auditor and ConqitroUer ofthe City. 

"Authority" means the PubUc Facihties Financing Aufliority of the City of San Diego, a Caiifomia joint 
exercise of powers entity. 

"Authorized City Representative" means the Mayor, the City Manager or the Treasurer of flie City or 
such oflier ofBcer or enqiloyee of flie City or other person who has been designated as such representative by 
resolution of flie City Council of tfae City. 

"Authorized Denominations" means $5,000 and any integral multiple thereof 
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"Authorizing Ordinance" means tfae ordinance pursuant to which the Installment Purchase Agreement 
was authorized and any additional Ordinance or ofiicial aufliorizing act of tfae CouncU of flie City approving 
execution and dehvety of any Supplement to flie Installment Purchase Agreement or any Issuing Instrument 

"BaUoon Indebtedness" means, with respect to any Series of ObUgations, 25% or more ofthe princqial of 
which matures on the same date or within a 12-monfli period with sinking fimd payments on Term ObUgations 
deemed to be payments of matured principal, that portion of such Series of Obhgations which matures on such date 
or wifliin such date or within such 12-month period; provided, however, that to constitute BaUoon Indebtedness the 
amoimt of indebtedness maturing on a single date or over a 12-montfa period must equal or exceed 150% of the 
amount of sucfa Series of Obhgations which matures during any preceding 12-month period. For purposes of this 
definition, the principal amount maturing on any date shaU be reduced by the amount of such indebtedness which is 
required, by the documents goveming such indebtedness, to be amortized by prepayment or redenqition prior to its 
stated maturity date. 

"Board" means the Board of Directors ofthe Authority. 

"Bond Counsel" means a firm of attomeys which are nationaUy recognized as experts m the area of 
municipal finance. 

"Bond Insurer" means Financial Guaranty Insurance Conqiany, doing business in Caiifomia as FGIC 
Insurance (Conqiany, a New Yoik stock insurance conqiany, or any successor fliereto. 

"Bonds" means the 1993 Bonds, the 1995 Bonds, flie 1997 Bonds, the 1999 Bonds and aU Additional 
Bonds. 

"Business Day" means a day of flie year which is not a Saturday or Sunday, or a day on which banking 
institutions located in California are required or autfaorized to remain closed, or on which the New York Stock 
Exchange is closed. Ifthe date for making any payment or flie last date for performance of any act or flie exercising 
of any right, as provided in tfae Indenture, sliaU not be a Business Day. such payment may be made or act performed 
or right exercised on fhe next succeeding Business Day. wifli the same force and effect as if done on tfae nominal 
date provided in the Indenture, and, unless otheiwise specificaUy provided in the Indenture, no interest shaU accme 
for the period from and after such nominal date. 

"Certificate of Completion" means a (Certificate of the City fUed with flie Trustee, stating fliat the 
Conqionents ofthe Project being financed with the proceeds of tfae Bonds have been acquired, constructed, mstaUed 
and iinproved and that aU Acquisition Costs have been paid or provided for. 

"Certificate of the City" means an instrument in writing signed by the City Manager, Financial 
Management Director or City Attomey of tfae City, or by any otfaer of&cials of flie Qty duly aufliorized by the City 
for that puipose. 

"Charter" means flie Charter of flie City as it now exists or may be amended, and any new or successor 
Charter. 

"City" means flie City of San Diego, a municipal coiporation duly organized and existing under its (Charter 
and flie Constitution ofthe State. 

"Code" means flie Intemal Revenue Code of 1986, as amended, and flie regulations thereunder, and any 
successor laws or regulations. 

"Component InstaUment Payments" means, coUectively, flie 1999A (Conqionent Installment Payments 
and flie 1999B Conqionent Installment Payments. 

"Component ObUgation Series 1999" means the Coinponent Obhgation Series 1999A and flie 
Coinponent Obhgation Series 1999B. 

C-2 



"Component ObUgation Series 1999A" means flie 1999A Bonds. 

"Component ObUgation Series 1999B" means flie 19996 Bonds. 

"Components" means, coUectively, the 1999A (Conqionents and the 1999B Components. 

"Consultant" means the consultant, consulting finn, engineer, architect engineering firm, architectural 
firm, accountant or accounting firm retaiaed by the City to perfonn acts or caity out the duties provided for such 
consultant ia ihe Installment Purchase Agreement Such consultant, consulting fiim, engineer, architect, engineering 
firm or architectural firm shaU be nationaUy recognized wifliin its profession for work of the character required. 
Such accountants or accounting firm shaU be an Independent Certified Pubhc Accountant hcensed to practice in the 
State. 

"Continuing Disclosure Agreement" means that certain Continuing Disclosure Agreement between the 
City and the Trustee dated March 17, 1999, as originaUy executed and as it may be amended fitim time to time in 
accordance with the terms fliereof. 

"Contracts" means any contract or lease of the City (including flie InstaUment Purchase Agreement) 
authorized and executed by tfae City, the instalhnent or lease payments of which are payable from flie Net System 
Revenues and which are on a parity with flie Installment Payments. 

"Corporate Trust Office of the Trustee" means the principal corporate trust office ofthe Trustee in Los 
Angeles, California or such other or additional ofGces as may be specified to the Aufliority by the Trustee in writing. 

"Costs of Issuance" means aU items of ê qiense directiy or indirectiy payable by or reimbursable to the 
City or the Aufliority relating to flie issuance, sale and dehvety of flie Bonds and the execution and dehvety of tfae 
Indenture and tfae histallment Purchase Agreement filing and recording costs, settlement costs, printing costs, 
reproduction and binding costs, initial fees and charges of the Trustee (including legal fees), financing discounts, 
legal fees and charges, insurance fees and charges, financial and otfaer professional consultant fees, fees and charges 
of rating agencies and/or for credit ratings, fees for transportation and safekeepmg of flie Bonds and charges and fees 
in connection with flie foregoing. 

"Credit FaciUty" means any line of credit letter of credit, insurance pohcy, surety bond or other credit 
source deposited with flie Trustee pursuant to the Indenture. 

"Credit Provider" means any municqial bond insurance conqiany, bank or other financial institution or 
organization which is perfonning in aU material respects its obhgations undo: any (Credit Support anangements for 
some or aU of flie Parity Obhgations. 

"Credit Provider Reimbursement Obl^ations" means obhgations ofthe Qty to repay, from Net System 
Revenues, amounts advanced by a Credit Provider as credit siqiport or hquidity for Parity Obhgations. 

"Credit Support" means a pohcy of insurance, a letter of credit, a stand-by purchase agreement revolving 
credit agreement or other credit arrangement pursuant to which a Credit Provider provides credit or hquidity siqiport 
with respect to the payment of interest, prmcipal or the purchase price of any Parity Obhgations. 

"Debt Service" means for any Fiscal Year, tfae sum of (i) the interest payable during such Fiscal Year on 
aU outstanding Parity Obhgations, assuming that aU outstanding Serial Parity ObUgations are retired as scheduled 
and that aU outstanding Term Parity ObUgations are redeemed or paid from sinking fimd payments as scheduled 
(except to the extent that such interest is to be paid from the proceeds of sale of any Parity Obhgations); (ii) that 
portion of the principal amount of aU outstanding Serial Parity Obhgations maturing on the next succeeding 
princqial payment date which falls in such Fiscal Year, (excluding Serial Obhgations whicfa at the time of issuance 
are mtended to be paid from the sale of a coirespondmg amount of Parity Obhgations); (in) that portion of the 
principal amount of aU outstanding Term Parity ObUgations required to be redeemed or paid on any redemption date 
which falls in such Fiscal Year (together witfa tfae redenqition premiums, if any, tfaereon); provided that, (i) as to any 
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BaUoon Indebtedness, Tender Indebtedness and Variable Rate Indebtedness, interest thereon shaU be calculated as 
provided in tfae definition of Maximum Annual Debt Service and principal shaU be deemed due at the nominal 
maturity dates thereof; (u) the amount on deposit in a debt service reserve fimd on any date of calculation of Debt 
Service shaU be deducted from the amount of principal due at flie final maturity ofthe Parity Obhgations for whicfa 
sucfa debt service reserve fimd was established and in each preceding year untO sucfa amount is exhausted; (in) the 
amount of any interest payable on any Parity ObUgation for which there exists a (Qualified Swap Agreement shaU be 
the net amount payable by the City as provided in paragraph (iv) or (viii), as apphcable, of flie definition of 
Maximum Annual Debt Service, and (iv) the amount of payments on account of Parity Obhgations which are 
redeemed, retired or repaid on tfae basis of accreted value due on tfae scheduled redenqition, retirement or repayment 
date shaU be deemed princqial payments, and interest that is compounded and paid as pait of flie accreted vdue shaU 
be deemed payable on the scheduled redenqition, retirement or repayment date but not before. 

"Default Rate" means tfae Maximum Rate. 

"Defaulted Obligations" means Obhgations m respect of which an Event of Default has occuired and is 
continumg. 

"Depository" means the securities depositoty acting as Depositoty pursuant to the Indenture. 

"District" means the San Diego Area Wastewater Management District created under Chapter 803 of 1992 
Session Laws. 

"Federal Securities" means bills, certificates of indebtedness, notes, bonds or oflier securities which are 
direct obhgations of̂  or are obhgations guaranteed as to principal and interest by, or flie princqial and interest of 
which are secured by bills, certificates of mdebtedness. notes, bonds or oflier securities which are direct obhgations 
of or are guaranteed as to princqial and interest by, the United States of America, wheflier issued in book entty fonn 
or otfaerwise; dhect obhgations ofthe E^qxirt-Inqxirt Bank ofthe United States; consoUdated debt obhgations of tfae 
Federal Home Loan Banks; particqiation certificates and senior debt obhgations of the Federal Home Loan 
Mortgage (Corporation; debentures of flie Federal Housing Administration; mortgage-backed securities (except 
stripped mor^ge securities which are valued greater than par on the portion of luqiaid principal); and senior debt 
obhgations of flie Federal National Mortgage Association; participation certificates of the General Services 
Administration; guaranteed mortgage-backed securities and guaranteed participation certificates of the (jovemment 
National Mortgage Association; guaranteed participation certificates and guaranteed pool certificates of the SmaU 
Business Association; local authority bonds ofthe U.S. Department of Housing & Uiban Development; guaranteed 
Titie XI financings of tfae U.S. Maritime Administration; guaranteed transit bonds of the Washington MetropoUtan 
Area Transit Authority; and stripped obhgations of tfae Resolution Funding Corporation (strqqied wifli the Federal 
Reserve Bank of New York). 

"Fifth Supplemental Indenture" means flie Fifth Supplemental Indenture, dated as of March 1, 1999, 
between the Authority and the Trustee, siqiplementing and amending flie Prior Indenture. 

"First Supplemental Indenture" means the First Siqqilemental Indenture, dated as of May 1, 1994, 
between flie Authority and the Trustee, supplementing and amending flie Original Indenture. 

"Fiscal Year" means the period beginning on July 1 of each year and ending on the next succeeding June 
30, or any oflier twelve-monfli period selected and designated as flie of5cial Fiscal Year of flie City. 

"Fourth Supplemental Indenture" means the Fourth Supplemental Indenture, dated as of September 1, 
1998, between the Aufliority and the Trustee, siqiplementing and amending flie Original Indenture, fhe First 
Supplemental Indenture, flie Second Siqqilemental Indenture and flie Third Supplemental Indenture. 

"Indenture" means the Original Indenture, as amended by the First Supplemental Indenture, the Second 
Supplemental Indenture, flie Third Supplemental Indenture, the Fourth Supplemental Indenture and the Fifth 
Supplemental Indenture and as it may fixim time to time be amended or supplemented by aU Supplemental 
Indentures executed pursuant to the provisions ofthe Indenture. 
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"Independent Certified PubUc Accountant" means any firm of certified public accountants appointed by 
the City, and each of whom is mdependent pursuant to flie Statement on Auditing Standards No. 1 of the American 
Institute of Certified PubUc Accountants. 

"Independent Engineer" means any registered engineer or firm of registered engineers of national 
reputation generaUy recognized to be weU qualified in engineering matters relating to wastewater systems, appointed 
and paid by flie City. 

"Infomiation Services" means Financial Information, Inc. 'T>aUy CaUed Bond Service," 30 Montgomety 
Street, lOfli Floor, Jersey City, New Jersey 17302, Attention: Editor; Kenny Information Services' "CaUed Bond 
Service," 65 Broad Street 16fh Floor, New York, New York 10006; Moody's Investors Service's "Municipal and 
Government," 99 Church Street, Sth Floor, New York, New York 10007, Attention: Municipal News Reports; and 
Standard and Poor's "CaUed Bond Record," 25 Broadway, 3rd Floor, New York, New York 10004; or, m 
accordance wifli then current guidelines of flie Securities and Exchange Commission, to such oflier addresses and/or 
such other services providing mformation witfa respect to caUed bonds, or to such services as the Auihority may 
designate in a Certificate ofthe Authority dehvered to flie Trustee. 

"Installment Payment Date" means any date on which an Installment Payment is due as specified fliereto 
in or detennined pursuant to a Supplement 

"InstaUment Payments" means the Installment Payments scheduled to be paid by fhe City under and 
pursuant to the Installment Purchase Agreement or any Supplement fliereto. 

"Installment Payment ObUgations" means Obhgations consisting of dr which are supported in whole by 
Installment Payments. 

"Installment Purchase Agreement" means the Master Installment Purchase Agreement, dated as of 
Septeniber 1,1993, entered into between the Authority, as seUer, and the City, as purchaser, and as amended and 
supplemented by the 1993-1 Siqqilement, the 1995-1 Siqqilement, the 1997-1 Siqqilement flie 1998-1 Supplement 
and the 1999-1 Siqqilement and as it may from time to time be fiurflier amended or supplemented pursuant to flie 
provisions thereof 

"Insured 1993 Bonds" means flie 1993 Bonds maturing m the years 1997 to 2013. 

"Insured 1999 Bonds" means flie 1999 Bonds maturing on May 15, 2002 flirough 2019, and May 15, 
2029. 

"Interest Payment Date" means each May 15 and November 15. 

"Interest Portion" means flie interest portion of (Conqionent Installment Payments specified in the 1999-1 
Supplement 

*?ssuing Instrument" means any indenture, trust agreement or Installment Purchase Agreement including 
any Supplement under which ObUgations are issued or created. 

"Law" means fhe Charter and aU laws ofthe State supplemental thereto. 

"Maintenance and Operation Costs of the MetropoUtan System" means (i) a (Qualified Take or Pay 
ObUgation related to the MetropoUtan System; and (u) reasonable and necessaty costs spent or incurred by the City 
for maintainmg and operating the MetropoUtan System, calculated in accordance with generaUy accepted accounting 
princqiles, including (among oflier fliings) tfae reasonable expenses of management and repair and oflier expenses 
necessaiy to maintain and preserve the Metropohtan System in good repair and working order, and including 
administrative costs ofthe City attiibutable to flie (Conqionents which are part of the MetropoUtan System, salaries 
and wages of enqiloyees, payments to enqiloyees retirement systems (to the extent paid from Metropohtan System 
Revenues), oveihead, taxes (if any), fees fixim auditors, accountants, attomeys or engineers and insurance premiums. 
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and including aU oflier reasonable and necessaty costs ofthe City or charges required to be paid by it to comply with 
tfae teims of flie Obhgations the proceeds of which are used to acquire Conqionents which are part of the 
Metropohtan System, including any amounts required to be deposited in flie Rebate Fund pursuant to the Tax 
(Certificate relating to the financing of Components which are part of the Metropohtan System, fees and expenses 
payable to any Credit Provider (oflier tfaan in repayment of a Credit Provider Reunbursement Obhgation), and 
including eiqienses inclined or accmed incident to flie fonnation of an entity to which the City may transfer 
substantiaUy aU of the Metropohtan System pursuant to the Installment Purchase Agreement, but excludmg in aU 
cases (i) depreciation, replacement and obsolescence cfaarges or reserves therefor; (u) amortization of intangibles or 
other booldceeping entries of a similar nature; (in) costs of capital additions, replacements, betteiments, extensions 
or inqirovements to the Metropohtan System, which under generaUy accepted accounting principles are chargeable 
to a coital account or to a reserve for depreciation; (iv) charges for the pa3mient of principal and interest on any 
general obhgation bond heretofore or hereafter issued for Metropohtan System puiposes; and (v) charges for flie 
payment of principal and interest on account of any Obhgation. 

"Maintenance and Operation Costs of the Municipal System" means (i) a (Qualified Take or Pay 
ObUgation related to flie Municipal System; and (u) reasonable and necessaty costs spent or incuned by the City for 
maintaining and operating tfae Municipal System, calculated in accordance with generaUy accepted accounting 
princqiles, including (among other things) the reasonable eiqienses of management and repair and other expenses 
necessaty to mainfain and preserve the Municipal System in good repair and working order, and including 
administrative costs ofthe City attributable to the Conqionents which are part ofthe Municipal System, salaries and 
wages of enqiloyees, payments to enqiloyees retirement systems (to the extent paid from Municipal System 
Revenues), oveihead, taxes (if any), fees from auditors, accountants, attomeys or engineers and insurance premiums, 
and including aU oflier reasonable and necessaty costs ofthe City or charges required to be paid by it to conqily wifli 
flie terms of tfae Obligations the proceeds of which are used to acquire Conqxments which are part ofthe Municipal 
System, mcluding any amounts required to be deposited in the Rebate Fund pursuant to the Tax Certificate relating 
to the financing of Components which are part of the Municqial System, fees and expenses payable to any Credit 
Provider (oflier than in repayment of a (Credit Provider Reimbursement Obhgation). but excludmg in aU cases (i) 
depreciation, replacement and obsolescence cfaaiges or reserves therefor; (u) amortization of intangibles or oflier 
bookkeeping entries of a similar nature; (in) costs of capital additions, replacements, betterments, extensions or 
inqirovements to fhe Municqial System, which under generaUy accepted accounting princqiles are chargeable to a 
capital accoimt or to a reserve for depreciation; (iv) charges for flie paymait of princqial and mterest on any general 
obhgation bond heretofore or hereafter issued for Municqial System purposes; and (v) charges for the payment of 
princqial and interest on account of any Obhgation. 

"Maintenance and Operation Costs of the Wastewater System" means (i) a (Qualified Take or Pay 
ObUgation related to the Wastewater System; and (u) reasonable and necessaty costs spent or incurred by the City 
for maintaining and operating the Wastewater System, calculated in accordance wifli generaUy accepted accounting 
principles, including (among oflier things) the reasonable eiqienses of management and repair and other expenses 
necessary to maintain and preserve the Wastewater System in good repair and working order, and including 
administrative costs of flie City attributable to flie Project and the Installment Purchase Agreement, salaries and 
wages of enqiloyees, payments to enqiloyees retirement systems (to the extent paid from Sjrstem Revenues), 
overhead, taxes (if any), fees bam auditors, accountants, attomeys or engineers and insurance premiums, and 
including aU other reasonable and necessaty costs ofthe City or charges required to be paid by it to conqily wifli the 
teims of flie ObUgations. including this Instalhnent Purchase Agreement, including any amounts required to be 
deposited in the Rebate Fund pursuant to the Tax Certificate, relating to flie financing of (Conqionents which are part 
of the Wastewater System, fees and expenses payable to any Credit Provider (oflier flian in repayment of a Credit 
Provider Reunbursement Obhgation), and expenses incuired or accmed incident to the fonnation of an entity to 
which the City may transfer substantiaUy aU of the MetropoUtan System pursuant to the Installment Purchase 
Agreement, but excluding in aU cases (i) depreciation, replacement and obsolescence charges or reserves therefor; 
(u) amortization of intangibles or other bookkeeping entries of a similar nature; (in) costs of capital additions, 
replacements, betterment, extensions or inqirovements to the Wastewater System, which under generaUy accepted 
accounting principles are chargeable to a capital account or to a reserve for depreciation; (iv) charges for flie 
payment of principal and interest on any general obhgation bond heretofore or hereafter issued for Wastewater 
System puiposes; and (v) diarges for the payment of principal and interest on accoimt of any debt service on 
account of any obhgation on a parity witfa or subordinate to flie Installment Payments. 
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"Maximum Annual Debt Service" means at any point in time, with respect to Parity Obhgations then 
Outstanding, the maximum amount of principal and interest becoming due on the Parity Obhgations in flie then 
cuirent or any future Fiscal Year, calculated by flie City or by an Independent (Certified Pubhc Accountant as 
provided in tfais definition and provided to tfae Trustee. For puiposes of calculating Maximum Aimual Debt Service, 
the foUowing assunqitions shaU be used to calculate the principal and interest becoming due in any Fiscal Year: 

(i) in determining the principal amoimt due in each year, payments shaU (except to the 
extent a different subsection of this definition apphes for puiposes of determining princqial maturities or 
amortization) be assumed to be made in accordance with any amortization schedule established for such 
debt, mcluding flie amount of any Parity ObUgations which are or have the characteristics of commercial 
paper and which are not intended at the time of issuance to be retired from the sale of a conesponding 
amount of Parity Obhgations, and including any scheduled mandatoty redenqition or prepayment of Parity 
Obhgations on the basis of accreted value due upon such redenqition or prepayment, and for sucfa puipose, 
tfae redenqition payment or prepayment shaU be deemed a principal payment; in detennining the interest 
due in eadi year, interest payable at a fixed rate shaU (excqit to flie extent subsection (ii) or (in) of tfais 
definition appUes) be assumed to be made at such fixed rate and on flie required payment dates; 

(u) if aU or any portion or portions of an (Outstanding Series of Parity Obhgations constitutes 
BaUoon Indebtedness or if all or any portion or portions of a Series of Parity Obhgations or such payments 
then proposed to be issued would constitute BaUoon Indebtedness, flien, for purposes of detennining 
Maximum Annual Debt Service, each maturity which constitutes BaUoon Indebtedness shaU be treated as if 
it were to be amortized in substantiaUy equal annual instaUments of princqial and interest over a tenn of 25 
years commencing ia tfae year the stated maturity of such BaUoon Indebtedness occurs, the interest rate 
used for such conqiutation shaU be determined as provided in (iv) or (v) below, as appropriate, and aU 
payments of princqial and interest becoming due prior to the year of the stated maturity of the BaUoon 
Indebtedness shaU be treated as described in (i) above; 

(iii) if any of flie Outstanding Series of Parity ObUgations constitotes Tender Indebtedness or 
if Parity ObUgations proposed to be issued would constitute Tender hidebtedness, then for puiposes of 
determining Maximum Annual Debt Service, Tender Indebtedness shaU be treated as if the principal 
amount of such Parity ObUgations were to be amortized m accordance wifli flie amortization scfaedule set 
forfli in such Tender Indebtedness or in flie standby purchase or hquidity facihty established witfa respect to 
such Tender Indebtedness, or if no such amortization schedule is set forth, flien such Tender Indebtedness 
shaU be deemed to be amortized in substantiaUy equal annual installments of princqial and interest over a 
term of 25 years commencing in flie year in which such Series first subject to tender, the interest rate used 
for such conqiutation sliaU be detennined as provided in (iv) or (v) below, as appropriate; 

(iv) if any Outstanding Parity Obhgations constitute Variable Rate Indebtedness (except to 
the extent paragraph (u) relating to BaUoon Indebtedness or paragraph (iu) relating to Tender Indebtedness 
appUes), the interest rate on such Obhgation shaU be assumed to be 110% of the daUy average interest rate 
on such Parity Obhgations during the 12 monflis endmg with the montfa preceding the date of calculation, 
or such shorter period fliat such Parity Obhgations shaU have been Outstanding; provided that in the event 
that such Variable Rate Indebtedness has been issued in connection with a (Qualified Swap Agreement, the 
interest rate for puiposes of conqiuting Maximum Annual Debt Service shaU be detennined by (x) 
calculating the annualized net ainount paid by the City under such Variable Rate Indebtedness and 
(Qualified Swap Agreement (after giving effect to payments made under flie Variable Rate Indebtedness and 
made and received by flie City under tfae (Qualified Swap Agreement) during the 12 monflis ending wifli the 
monfli preceding the date of calculation, or such shorter period that such (Qualified Swap Agreement has 
been m effect and (y) dividing the amount calculated in clause (x) by the average daUy balance of the 
related Parity ObUgations Outstanding during the 12-monfli period contenqilated by clause (x); 

(v) if Parity Obhgations proposed to be issued wiU be Variable Rate Indebtedness (except to 
the extent subsection (u) relating to BaUoon Indebtedness or (in) relating to Tender Indebtedness apphes), 
then such Parity Obhgations shaU be assumed to bear interest at 110% of the average of the J.J. Kenny 
High (jiade Index during flie prior 12 monflis ending with the monfli preceding the date of sale of such 
additional Parity Obhgations. or if that index is no longer published, anoflier similar index selected by the 
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City, or if the City fails to select a replacement index, an interest rate equal to 80% of the yield for 
outstanding United States Treasmy bonds having an equivalent maturity, or if there are no such Treasmy 
bonds having such maturities, 100% of flie lowest prevaihng prime rate of any of the five largest 
commercial banks in the United States ranked by assets; provided fliat in the event that such Variable Rate 
Indebtedness wiU be issued in connection with a (Qualified Swap Agreement, fhe taterest rate for purposes 
of conqiuting Maximum Annual Debt Service shaU be determined by (a) calculating tfae net amount to be 
paid by the City under such Variable Rate Indebtedness and Qualified Swap Agreement after giving effect 
to payments to be made under the Variable Rate Indebtedness and to be made and received by the City 
under flie (Qualified Swap Agreement) for the period during which flie (Qualified Swap Agreement is to be 
in effect and for this puipose any variable rate of interest agreed to be paid fliereunder shaU be deemed to 
be the rate at which flie related Parity Obhgation shaU be assumed to bear mterest, and (b) dividing tfae 
amount calculated m clause (a) by tfae average principal amount of tfae related Parity Obhgation to be 
Outstanding during the first year after the issuance ofsuch Parity ObUgation; 

(vi) if moneys or Permitted Investments have been deposited by flie City into a separate fimd 
or account or are othoTKnise held by flie City or by a fiduciaty to be used to pay principal and/or interest on 
specified Parity Obhgations, then the principal and/or interest to be paid from such moneys, Peimitted 
Investments or from the eamings thereon shaU be disregarded and not included in calculating Maximum 
Aimual Debt Service; 

(vu) if Parity ObUgations are Paired ObUgations, flie interest thereon shaU be the resulting 
linked rate or effective fixed rate to be paid with respect to such Paired Obhgations; and 

(viu) in the event fliat an agreement or commitment which, at flie time of calculation is a 
(Qualified Swap Agreement is or is to be in effect with respect to a Parity Obhgation which is not Variable 
Rate Indebtedness, the interest rate of such Parity ObUgation for puiposes of calculating Maximum Annual 
Debt Service shaU be calculated as foUows: 

(a) for such a Qualified Swsqi Agreement which is in effect on the date of 
calculation, the interest rate shaU be calculated in the same manner as is specified in paragraph (iv) 
for a (Qualified Swap Agreement issued in connection with Variable Rate Indebtedaess which is 
Outstanding on the date of calculation; and 

(b) for such a (Qualified Swap Agreement which is not in effect on die date of 
calculation, the interest rate shaU be calculated in flie same manner as is specified m paragraph (v) 
for a (Qualified Swap Agreement to be issued in connection wifli Variable Rate hidebtedness to be 
Outstanding after the date of calculation, and for fliis puipose any variable rate of interest agreed 
to be paid fliereunder shaU be assumed to be flie rate assumed for Variable Rate Indebtedness 
described in paragrapfa (v). 

"Maximum Rate" means, on any day, flie maximum interest rate aUowed by law. 

"MetropoUtan System" means any and aU feciUties, properties and inqirovements designated by the City 
in its sole discretion as part ofthe Metropohtan System, and used for the conveyance firom tfae Municipal System 
and treatment of sewage coUected by flie City flirough its Municipal System or by any of tfae Participating Agencies. 

"MetropoUtan System Revenues" means aU income, rents, rates, fees, charges and other moneys derived 
fixim the ownership or operation of the Metropohtan System, includmg, wifliout limiting flie generaUty of the 
foregomg, (i) aU income, rents, rates, fees, charges (including standby and edacity charges), or other moneys 
derived by flie City from the wastewater services, &cihties, and commodities or byproducts sold, furnished or 
siqiphed througfa tfae faciUties of or in the conduct or operation of the business of fhe Metropohtan System, and 
including, wifliout limitation, mvestment earnings on Ifae operating reserves to the extent that the use of such 
eamings is hmited to the Metropohtan System by or pursuant to law, earnings on any Reserve Fund for Obhgations 
the proceeds of which were used to finance inqirovements which are part of flie Metropohtan System, or to ftmd or 
refund any such ObUgations, but only to flie extent that such earnings may be utilized imder the Issuing Instrument 
for tfae payment of debt service for such Obhgations; (u) the proceeds derived by flie City directty or indirectiy from 
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flie sale, lease or other disposition of a part of the Metropohtan System; (in) any amount received from the levy or 
coUection of taxes which are solely available and are eannarked for the support ofthe operation ofthe Metropohtan 
System; and (iv) amoimts received under contracts or agreements with governmental or private entities and 
designated for capital costs for Conqionents which are to be part ofthe Metropohtan System; and (v) grants received 
from the United States of America or fixim the State for Components which are to be part of the MetropoUtan 
System; provided, however, that Metropohtan System Revenues shaU not include: (a) in aU cases, customers' 
deposits or any other deposits or advances subject to refund untU such deposits or advances have become the 
property of the City; and (b) the proceeds of borrowings. Notwithstanding the foregoing, tfaere shaU be deducted 
from Metropohtan System Revenues any amounts transfened into a Rate Stabilization Fund as contenqilated by the 
Installment Purchase Agreement, and there shaU be added to MetropoUtan System Revenues any amounts 
transfened out ofsuch Rate Stabilization Fund to pay Maintenance and Operation Costs ofthe Metropohtan System. 

"Moody's" means Moody's Investors Service, Inc., a Delaware corporation, and its successors, and if sucfa 
corporation shaU for any reason no longer perform tfae fimctions of a securities rating agency, "Moody's" shaU be 
deemed to refer to any otfaer nationaUy recognized securities rating agency designated by the Aufliority and the City. 

"Municipal System" means any and aU &ciUties, properties and inqirovements at any time owned, 
controUed or operated by the City, and designated by flie City m its sole discretion as part of flie Municqial System, 
for flie coUection of sewage from flie points of origination thereof and the conveyance tfaereof to flie Metropohtan 
System. 

"Municipal System Revenues" means aU income, rents, rates, fees, charges and oflier moneys derived 
fixim the ownership or operation of flie Municqial System, including, without limiting the geneiahty of the 
foregoing, (i) aU income, rents, rates, fees, charges (including standby and edacity charges), or other moneys 
derived by flie City from the wastewater services, faciUties, and commodities or byproducts sold, fiimished or 
siqqihed fluough the facihties of or in the conduct or operation of the business of the Municqial System, and 
including, wifliout limitation, investment earnings on the operating reserves to tfae extent fliat tfae use of sucfa 
earnings is limited to flie Municipal S)rstem by or pursuant to law, eamings on any Reserve Fund for Obhgations the 
proceeds of which were used to finance inqirovements which are part ofthe Municipal System, or to ftind or refimd 
any such Obhgations, but only to flie extent that such earnings may be utilized under flie Issuing Instrument for debt 
service for such ObUgations; (u) flie proceeds derived by the City direcfly or indirecfly from the sale, lease or other 
disposition ofa part of flie Municqial System; (iu) any amount received from tfae levy or coUection of taxes which 
are solely available and are eannarked for flie siqqiort of the operation of the Municipal System; (iv) amounts 
received under contracts or agreements wifli govemmental or private entities and designated for coital costs for 
(Conqionents which are to be part of flie Municipal System; and (v) grants received firom the United States of 
America or from the State for (Conqionents which are to be part of the Mimicipal System; provided, however, that 
Municipal System Revenues shaU not mclude: (i) in aU cases, customers' deposits or any oflier deposits or advances 
subject to refimd untU such deposits or advances have become flie property of the City; and (u) fhe proceeds of 
borrowings. NotwiflistandiDg flie foregoing, there shaU be deducted from Municipal System Revenues any amounts 
transferred into a Rate Stabilization Fund as contenqilated by the Installment Purchase Agreement and fliere shaU be 
added to Municqial System Revenues any amoimts transferred out of such Rate Stabilization Fund to pay 
Maintenance and Operation Costs of fllie Municqial System. 

"Net Proceeds" means when used with respect to any insurance, self insurance or condemnation award, 
flie proceeds from such award remaining after payment of aU eiqienses (including attomeys' fees) incuired in tfae 
coUection ofsuch proceeds. 

"Net MetropoUtan System Revenues" means for any Fiscal Year, the Metropohtan System Revenues for 
such Fiscal Year less the Maintenance and Operation (Costs of flie Metropohtan System for such Fiscal Year. 

"Net Municipal System Revenues" means for any Fiscal Year, the Municqial System Revenues for such 
Fiscal Year less tfae Mamtenance and Operation Costs ofthe Municqial System for such Fiscal Year. 

"Net System Revenues" means for any Fiscal Year, the System Revenues for such Fiscal Year less the 
Maintenance and Operation (Costs ofthe Wastewater System for such Fiscal Year. 
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"1993 Bonds" means the Pubhc Facihties Financing Authority of the City of San Diego Sewer Revenue 
Bonds, Series 1993 (Payable Solely from Installment Payments Secured by Wastewater System Net Revenues) 
aufliorized by and at any time Outstandmg pursuant to the hidenture and executed, issued and dehvered m 
accordance with the Original Indenture. 

"1993-1 Supplement" means tfae 1993-1 Siqiplement dated as of Septeniber 1, 1993 by and between the 
City and the Aufliority, supplementing and amending the Installment Purchase Agreement 

"1995 Bonds" means the Pubhc Facihties Financing Aufliority ofthe City of San Diego Sewer Revenue 
Bonds, Series 1995 (Payable Solely from histallment Payments Secured by Wastewater System Net Revenues) 
authorized by and at any time Outstanding pursuant to the Indenture and executed, issued and deUvered in 
accordance with flie (Original Indenture as supplemented by the First Supplemental Indenture and the Second 
Siqqilemental Indenture. 

"1995-1 Supplement" means the 1995-1 Siqqilement dated as of December 1, 1995 by and between flie 
City and the Autfaority, supplementing and amendmg the Instalhnent Purchase Agreement 

"1997 Bonds" means, coUectively, the 1997A Bonds and flie 1997B Bonds. 

"1997A Bonds" means the PubUc Facihties Financing Authority of flie City of San Diego Sewer Revenue 
Bonds, Series 1997A (Payable Solely fixim Instalhnent Payments Secured by Wastewater System Net Revenues) 
aufliorized by and at any time Outstanding pursuant to the Indenture and executed, issued and dehvered in 
accordance wifli the Original Indenture as supplemented by the Fiist Siqqilemental Indenture, tfae Second 
Siqqilemental Indenture and Ifae Third Siqiplementd Indenture. 

"1997B Bonds" means tfae Pubhc Facihties Financing Authority of tfae City of San Diego Sewer Revenue 
Bonds, Series 1997B (Payable Solely from Installment Payments Secured by Wastewater System Net Revenues) 
aufliorized by and at any time Outstanding pursuant to the Indenture and executed, issued and dehvered m 
accordance witfa flie Original Indenture as supplemented by the First Supplemental Indenture, tfae Second 
Supplemental Indenture and tfae Third Siqiplementd Indenture. 

"1997-1 Supplement" means flie 1997-1 Siqqilement dated as of Febmaty 1, 1997 by and between flie 
City and the Aufliority, siqqilementing and amendmg the Installment Purchase Agreement 

"1998-1 Supplement" means flie 1998-1 Siqqilement dated as of Septeniber 1, 1998 by and between flie 
City and tfae Authority, supplementing and amending flie Installment Purchase Agreement 

"1999 Bonds" means, coUectively, the 1999A and flie 1999B Bonds. 

"1999A Bonds" means tfae Pubhc Facihties Financing Authority ofthe City of San Diego Sewer Revenue 
Bonds, Series 1999A (Payable Solely fixim histallment Payments Secured by Wastewater System Net Revenues) 
aufliorized by and at any time Outstanding pinsuant to flie Indenture and executed, issued and delivered in 
accordance wifli tfae Indenture. 

"1999A Component Installment Payments" means the Installment Payments specified m tfae 1999-1 
Siqqilement which are to pay the Purchase Price of flie 1999A Bonds. 

"1999A Components" means flie conqionents ofthe Project specified in Exhibit A attached to flie 1999-1 
Supplement and made a part thereof for whicfa tfae City wiU be making Installment Payments as fliereinafter 
specified. 

"1999B Bonds" means the PubUc FaciUties Financing Authority of flie City of San Diego Sewer Revenue 
Bonds, Series 1999B (Pajrable Solely from Installment Payments Secured by Wastewater System Net Revenues) 
authorized by and at any time Outstanding pursuant to tfae Indenture and executed, issued and deUvered in 
accordance wifli tfae Indenture. 
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"1999B Component InstaUment Payments" means the Installment Payments specified in the 1999-1 
Supplement which are to pay tfae Purchase Price ofthe 1999B Bonds. 

"1999B Components" means tfae conqionents of tfae Project specified in Exliibit B attached to the 1999-1 
Supplement and made a part fliereof, for which flie City wiU be making Installment Payments as thereinafter 
specified. 

"1999-1 Supplement" means the 1999-1 Siqqilement dated as of March 1, 1999 by and between flie City 
and the Aufliority, siqiplementing and amending the Installment Purchase Agreement 

"ObUgations" means (i) obhgations of the City for money borrowed (such as bonds, notes or other 
evidences of indebtedness) or as installment purchase payments under any contract (including Installment 
Payments), or as lease payments under any financing lease (determined to be such in accordance with generaUy 
accepted accounting principles), flie princqial and mterest on which are payable from Net System Revenues; (u) 
obhgations to replenish any debt service reserve fimds with respect to such obhgations of flie (City; (iu) obhgations 
secured by or payable from any of such obhgations of the City; and (iv) obhgations of the City payable from Net 
System Revenues under (a) any contract providing for payments based on levels of or changes in, interest rates, 
cutrency exchange rates, stock or oflier indices, (b) any contract to exchange cash flows or a series of payments or 
(c) any contract to hedge payment, currency, rate spread or similar eiqiosure. including but not limited to interest 
rate swap agreements and interest rate cap agreements. 

"Opinion of Bond Counsel" means a written opinion of counsel of recognized national standing in tfae 
field of law relating to municipal bonds, jqipointed and paid by the Autfaority and satisfactoty to flie Trustee. 

"Original Indenture" means flie Indenture, dated as of September 1, 1993. between the Aufliority and the 
Trustee. 

"Outstanding" when used as of any psuticular time witfa reference to Bonds, means (other flian Bonds 
owned or held by or for the account ofthe Autfaority or the City) aU Bonds flieretofore or thereupon executed by the 
Authority and authenticated and dehvered by the Trustee pursuant to the Indenture, except: (i) Bonds theretofore 
canceUed by tfae Trustee or sunendered to the Trustee for cancellation; (u) Bonds paid or deemed to have been paid 
within the meaning of flie Indenture; (in) Bonds beneficiaUy owned by the City or flie Aufliority; and (iv) Bonds in 
heu of or in substitution for whicfa other Bonds shaU have been executed by the Aufliority and authenticated and 
deUvered pursuant to the Indenture; and the term "Outstandmg," when used as of any particular time wifli respect to 
Obhgations, means aU Obhgations theretofore or thereupon executed, authenticated and dehvered by flie City or any 
trustee or oflier fiduciaty. except (i) Obhgations flieretofore canceUed or surrendered for cancellation; (ii) 
Obhgations paid or deemed to be paid within the meaning of any defeasance provisions fliereof; (in) Obhgations 
owned by the City or the Authority; (iv) ObUgations in heu of or in substitution for which other Obligations have 
been executed and dehvered; and (v) Obhgations assumed by tfae District or other successor in accordance wifli tfae 
Installment Purchase Agreement 

"Owner" means any person who shaU be the registered owner of any Outstanding Bond, as shown on the 
registration books required to be maintained by tfae Trustee pursuant to the Indenture, and flie term "Owner," when 
used with respect to Obhgations means any person who wiU be flie registered owner of any outstandmg ObUgation 
certificate or otfaer evidence of a rigfat to receive Installment Payments direcfly or as security for payment of fhe 
Obhgation. 

"Paired Obligations" means any Series (or portion thereof) of Parity Obhgations designated as Pahed 
Obhgations in a Siqqilement or related Issuing Instrument or other document authorizing the issuance or incunence 
fliereof, which are simultaneously issued or incurred (i) the princqial of which is of equal amount maturing and to be 
redeemed (or canceUed after acquisition fliereof) on flie same dates and m the same amounts; and (u) the interest 
rates which, taken together, result in an inevocably fixed interest rate obhgation of flie City for flie terms of such 
Parity Obhgations. 
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"Parity Installment Obhgation" means Obhgations consisting of or payable from Installment Payments 
which are not subordinated in right of payment to oflier Installment Payments. 

"Parity ObUgations" means (i) Parity Installment Obhgations, (u) Obhgations the principal and interest of 
which are payable on a parity with Parity Installment Obhgations, (in) (Qualified Take or Pay Obhgations and (iv) 
(Qualified Swap Agreements. Notwithstanding flie foregoing, any amounts payable with respect to a (Qualified Swap 
Agreement which represent tennination payments or unwinding payments wiU not be deemed to be Parity 
ObUgations unless (i) sucfa (Qualified Swap Agreement expressly states tfaat such termination payments or unwinding 
payments are to be considered Parity Obhgations and (u) each Rating Agency which maintains a rating with respect 
to any Parity Obhgation confimis in writing to the City that the inclusion of such tennination payments or 
unwinding payments as Parity Obhgations wiU not result in a downgrading, withdrawal or suspension ofsuch rating. 

"Participating Agendes" means the cities and other agencies providing local sewage coUection services 
wifliin their respective areas and which (i) have entered into contracts witfa the City pursuant to which flie City is 
providing sewage coUection, transportation, treatment or disposal services or (u) are having such services provided 
by the District or oflier successor to tfae City to wfaicfa the Metropohtan Sjrstem has been transfened pursuant to the 
Installment Purchase Agreement 

"Payment Fund" means tfae fimd designated m tfae Issuing Instrument as the fimd into which Installment 
Payments are to be deposited for the puiposes of paying principal or interest on related Obhgations. 

"Permitted Investments" means any of flie foUowing to flie extent flien permitted by law and the 
Indenture: 

(1) direct obhgations of, or obhgations flie princqial of and interest on which are unconditionaUy 
guaranteed by, the United States of America, includmg obhgations issued or held in book entiy foim on the books of 
flie Department of flie Treasmy of flie United States and including a receqit, certificate or any otfaer evidence of an 
ownershqi interest in an aforementioned obhgation, or in specified portions Ihereof (which may consist of specified 
portions of interest fliereon); 

(2) (i) obhgations issued by flie Federal Farm (Credit Bank, Federal Home Loan Bank Board, Federal 
Home Loan Mortgage Corporation, Student Loan Marketing Association or the Tennessee VaUey Authority, or (u) 
obhgations, particqiations or other mstnunents of or issued by, or ftiUy guaranteed as to mterest and princqid by, the 
Federal National Mortgage Association (excluding stripped mortgage backed securities which are valued at greater 
than par on the uiqiaid principal), or (in) guaranteed portions of SmaU Business Administration notes, or (iv) 
ObUgations, particqiations or other mstiiiments of or issued by a federal agency or a United States of America 
government-sponsored enteiprise; provided, however, that prior to investing in investments described in clause (iv) 
hereof, flie City wiU. have provided to flie Trustee evidence that such investment is then rated not lower than A by 
Moody's and S<&P; 

(3) obhgations of any state, territoty or commonwealfli of the United States of America or any 
pohtical subdivision thereof or any agency or dqiartment of the foregoing; provided, that at the time of tfaeir 
purcfaase such obhgations are rated not lower flian A by Moody's and S&P; 

(4) bonds, notes, debentures or other evidences of indebtedness issued or guaranteed by any 
coiporation which are, at the time of purchase, rated by Moody's and S&P in theh respective highest short-teim 
rating categories, or, ifthe term ofsuch indebtedness is longer than flu'ee years, rated not lower than A by Moody's 
and S&P; 

(5) taxable commercial paper or tax-exenqit commercial paper rated in tfaeir respective liigfaest rating 
categories by Moody's and S&P; 

(6) variable rate obhgations required to be redeemed or purchased by flie obhgor or its agent or 
designee upon demand of the holder thereof secured as to such redenqition or purchase requirements by a hquidity 
agreement with a coiporation and as to the payment of interest and principal either upon maturity or redenqition 
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(otfaer than iqion demand by the holder thereof) thereof by an unconditional credit faciUty of a coiporation; 
provided, that the variable rate obhgations themselves are rated in their respective highest rating categories for its 
short-term rating, if any, and not lower than A for its long-term rating, if any, by Moody's and S<&P, and fliat the 
corporations providing tfae hquidity agreement and credit facUity have, at the date of acquisition ofthe variable rate 
obhgation by the Trustee, an outstanding issue of unsecured, uninsured and unguaranteed debt obhgations rated not 
lower than A by Moody's and S&P; 

(7) deposits accounts or certificates of deposit, wheflier negotiable or non-negotiable, issued by a state 
or national bank (including the Trustee) or a state or federal savings and loan association, provided that such 
certificates of deposit shaU be either (A) continuously and ftiUy insured by the Federal Dqiosit Insurance 
(Corporation or (B) have maturities of not more than 365 days (including certificates of deposit) and are issued by, 
any state or national bank or a state or federal savings and loan association, the short term obhgations of which are 
rated in the highest short tenn letter and numerical rating categoty by Moody's and S&P; 

(8) bills of exchange or time drafts drawn on and accepted by a commercial bank, ofheiwise known as 
bankers acceptances, which bank has short-term obhgations outstanding which are rated by Moody's and Sc&P in 
their respective highest short-term rating categories, and which bankers acceptances mature not later than 270 days 
from fhe date of purchase; 

(9) any repurchase agreement with any bank or trust conqiany oiganized under flie laws of any state of 
the United States or any national banking association (including the Trustee) having a mininriim permanent capital 
of one hundred milUon doUars ($100,000,000) and wifli short-tenn debt rated by Moody's and S&P m their 
respective three highest short-term rating categories or any government bond dealer reporting to, trading with, and 
recognized as a primary dealer by, fhe Federal Reserve Bank of New York, which agreement is secured by any one 
or more of flie securities and obhgations described in clauses (1) or (2) above, which shaU have a maiket value 
(exclusive of accraed mterest and valued at least numtfaly) at least equal to tfae princqial amoimt of sucfa investment 
and shaU be lodged wifli the Trustee or oflier fiduciary, as custodian for the Tmstee, by the bank, trust conqiany, 
national bankmg association or bond dealer executing such repurchase agreement, and flie entity executing each 
such rqiinchase agreement required to be so secured shaU ftimish the Trustee wifli an undertaking satisfactoty to it 
that flie aggregate maricet value of aU such obhgations securing each such repurchase agreement (as valued at least 
monflfly) wiU be an amount equal to tfae principal amount ofsuch repurchase agreement and Trustee shaU be entitied 
to rely on each such undertaking; 

(10) any cash sweep or similar account arrangement of or available to the Trustee, flie investments of 
which are limited to investinents described in clauses (1), (2), (3) and (9) of this definition and any money market 
fimd, the entire investments of which are limited to investments described m clauses (1), (2), (3) and (9) of fliis 
definition and wbkih money maiket ftmd is rated in their respective highest rating categories by Moody's and S&P; 

(11) any guaranteed investment contract approved in writing by Ambac with a financial institution or 
msurance conqiany which has at the date of execution fliereof an outstanding issue of unsecured, uninsured and 
unguaranteed debt obhgations or a claims paying abihty rated not lower than Aa/AA by Moody's and S&P; 

(12) certificates, notes, warrants, bonds or other evidence of indebtedness of flie State of (Caiifomia or 
of any pohtical subdivision or pubhc agency tfaereof which are rated m the highest short-term rating categoty or 
wifliin one of the three highest long term rating categories of Moody's and S&P (excludmg securities that do not 
have a fixed par value and/or whose terms do not promise a fixed dollar aniount at maturity or caU date); 

(13) for amounts less flian $10,000, interest-bearing demand or time deposits (includmg certificates of 
deposit) in a nationaUy or state-chartered bank, or state or federal savings and loan association in flie State, fiiUy 
insured by the Federal Deposit Insurance Coiporation, including flie Trustee or any affihate fliereof; 

(14) investinents ui taxable money market fimds or portfohos restricted to obhgations maturing in one 
year or less and whicfa fimds or portfohos are rated in either of die two highest rating categories by Moody's and 
S&P, or have or are portfohos guaranteed as to payment of principal and interest by fiiU faith and credit of the 
United States of America; 
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(15) any obhgations which are flien legal investments for moneys of the Authority under the laws of 
the State; provided, that if such investments are not required to be collateralized or insured such investments shaU be 
issued by entities the debt securities of which are rated in one of the two highest short-term or long-term rating 
categories by Moody's and S&P; provided fiuther, that any repurcfaase agreements must be fiflly secured by 
collateral security described m clauses (1) and (2) of this definition, which collateral (a) is held by the Trustee or a 
third party agent during the term of such repurchase agreement and in which collateral flie Trustee has a perfected 
first security interest (b) has a market value deteimined at least every thirty days at least equal to 103% of flie 
amount so invested and (c) may be hquidated within seven days ifthe market value of such collateral is at any time 
less flian tfae amoimt so invested; 

(16) investments in the Local Agency Investment Fund created pursuant to Section 16429.1 of the 
(Cahfomia Govemment Code; 

(17) shares of beneficial interest m diversified management companies investing exchisively m 
securities and obhgations described in clauses (1) flirough (16) of this definition and which conqianies are rated in 
their respective highest rating categories by Moody's and S&P or have an investment, advisor registered with flie 
Securities and Exchange Commission with not less flian five years' eiqierience investing in such securities and 
obhgations and with assets under management in excess of five hundred miUion doUars ($500,000,000); 

(18) for amoimts held in the Acquisition Fund only, any interest rate swap agreement with a 
counteiparty which has at the date of execution fliereof an unsecured, uninsured and nonguaranteed long-teim 
obhgation rated not lower than A by Moody's and S&P; provided, that such counteiparty may satisfy such rating 
requirements by providing an insurance policy for its obUgations under any sucfa swap agreement from an insurer 
wfaose unsecured ratings are in the rating categories required above, or alternatively by providing an unconditional, 
irrevocable, unsecured, uninsured and nonguaranteed guaranty of any otfaer entity, including an afBliated entity, 
whose unsecured ratings are in the rating categories required above; and 

(19) any oflier obhgations which are qiproved in writing by Moody's (if Moody's is flien rating the 
Bonds), S&P (if S&P is tfaen rating flie Bonds) and Ambac. 

"Pre-Refunded Municipals" means any bonds or other obhgations of any state of tfae United States of 
America or of any oflier agency, instiumentahty or local government unit of any such state wfaicfa are not callable at 
the option of flie obhgor prior to maturity or as to whicfa inevocable instmctions have been given by the obhgor to 
caU on the date specified in the notice; and which are rated, based on the escrow, in flie highest rating categoty of 
Moody's and S&P. 

"Principal Portion" means flie principal portion of (Conqionent Installment Payments specified in the 
1999-1 Supplement 

"Prior Indenture" means tfae Indenture, dated as of September 1. 1993, between tfae Authority and the 
Trustee, as siqiplemented by the First Supplemented Indenture, dated as of May 1, 1994, the Second Supplemental 
Indenture, dated as of December 1, 1995, the Third Supplemental Indenture, dated as of Febmaty 1, 1997 and the 
Fourth Siqqilemental Indenture, dated as of Septeniber 1,1998, each between flie Aufliority and tfae Trustee. 

"Project" means the construction, replacement and inqirovements to flie Wastewater System described in 
an exhibit attached to fhe Installment Purchase Agreement and as modified with respect to Conqionoits in 
confonnance witfa tfae Installment Purcfaase Agreement 

"Purchase Price" means the principal amount plus interest tfaereon owed by the City to the Aufliority 
under the terms of and as provided in die Instalhnent Purcl^e Agreement 

"Qualified Swap Agreement" means a contract or agreement, payable from Net System Revenues on a 
parity with Parity Obhgations, intended to place Obhgations on flie mterest rate, currency, cash flow or other basis 
desired by flie City, including, without limitation, any interest rate swap agreement, currency swap agreement, 
forward payment conversion agreement or futures contract, any contract providing for payments based on levels of. 
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or changes in, interest rates, ciurency exchange rates, stock or other indices, any contract to exchange cash flows or 
a series of payments, or any contract including, wifliout limitation, an interest rate floor or cap, or an option, put or 
call, to hedge payment, currency, rate, spread or similar exposure, between the City and the counteiparty; provided 
that not less than 30 days prior to the Qty's execution of such contract or agreement, each Rating Agency which 
maintains a rating with respect to any Parity ObUgation receives notice in writing of the City's pending execution 
fliereof; provided fiirther that at the time of origination each Rating Agency which maintains a rating with respect to 
any Parity Obhgation confirms m writing to the City that the City's execution and dehvety of such contract wiU not 
result in a downgrading, wididrawal or suspension of such rating; and provided fiirther, that the foUowing 
requirements shaU also be apphcable, to the extent they are more restrictive tfaan flie foregoing conditions and so 
long as tfae Bond Insurer is insuring ffae payment of princqial of and interest on any 1995 Bonds: 

1. Tfae provider of sucfa contract or agreement must be rated at least A-/A3 or better by S&P 
and Moody's (fhe "Initial Rating Requirement"). 

2. After satisfaction of the Initial Rating Requirement, the long term mdebtedness of such 
provider or the claims paying abihty of such provider shaU not faU below Baa2 or BBB 
by eiflier S&P or Moody's. 

"Qualified Take or Pay ObUgation" means the obhgation ofthe City to make use of any facihty, property 
or services, or some portion of flie edacity fliereof, or to pay flierefor from System Revenues, or bofli, whether or 
not such faciUties, properties or services are ever made available to the City for use, and fliere is provided to the City 
a certificate of an Independent Engineer to the effect tfaat Ifae incurrence of such obhgation wiU not adversely affect 
fhe abihty of flie City to conqily wifli the provisions of tfae Installment Purchase Agreement 

"Rating Agendes" means Moody's and S&P, or whidiever of tfaem is rating Parity Obhgations. 

"Rebate Requirement" shaU have flie meaning specified in any Tax Certificate. 

"Record Date" means flie fifteenth day preceding an Interest Payment Date, wheflier or not such day is a 
Business Day. 

"Reserve Requirement" means, as of any date of calculation, fhe least of (i) 10% of flie proceeds ofthe 
Bonds, (u) Maximum Annual Debt Service for tfae current or any future Fiscal Year or (iu) 125% of average Annual 
Debt Service. For purposes of determining if flie amount on deposit in flie Reserve Fund equals flie Reserve 
Requirement, any Credit Facihty shaU be deemed to be a deposit m the face amount or stated amount ofsuch Qedit 
Facihty, less any unreimbursed drawings or other amounts not reinstated under such (Credit Facihty. 

"Revenues" means aU Installment Payments pursuant to the Instalhnent Purchase Agreement and the 
interest or profits from the investment of money in any account or fimd (oflier flian flie Rebate Fund) pursuant to the 
Indenture. 

"S&P" means Standard & Poor's Ratings Services, a division of The McCSraw HiU Corp., a New Yo± 
corporation, and its successors, and if such coiporation shaU for any reason no longer perform flie fimctions of a 
securities rating agency, "S&P" shaU be deemed to refer to any oflier nationaUy recognized securities rating agency 
designated by the Authority and the City. 

"Second Supplemental Indenture" means the Second Siqqilemental Indenture, dated as of December 1, 
1995, between the Aufliority and flie Trustee, siqqilementing and amending flie Original Indenture and the First 
Siqqilemental Indenture. 

"Serial Bonds" means Bonds for which no sinking fimd payments are provided. 

"Serial Parity ObUgations" means Serial Obhgations which are Instalhnent Payments or are payable on a 
parity with Parity Installment Obhgations. 
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"Serial ObUgations" means Obhgations for which no sinking fimd payments are provided. 

"Series" means Obhgations issued at tfae same time or sharing some other common teim or characteristic 
and designated as a separate Series. 

"Sewer Revenue Fund" means the fund established pursuant to flie Ordinances of flie City CouncU of flie 
City and which fimd tfae City agrees and covenants to maintain so long as any Installment Payments or payments 
due by flie City under any (Qualified Swap Agreement remam unpaid, and aU moneys in such fimd shaU be held in 
trust and apphed and used solely as provided in flie Installment Purchase Agreement 

"State" means tfae State of (California. 

"Subordinated ObUgations" means any ObUgations, the payment of principal and mterest on which are 
subordinated in right of payment to Parity Obhgations. 

"Supplement" meaiis a Siqqilement, substantiaUy in flie form of an exhibit attached to the Master 
Installment Purchase Agreement, dated as of September 1,1993, between the Authority and the City, providing for 
the payment of specific Installment Payments as flie Purchase Price for (Conqxments of the Project, executed and 
dehvered by tfae City and fhe Authority. 

"Supplemental Indenture" means any indenture then m fiiU force and effect which has been duly 
executed and dehvered by the Auihority and tfae Trustee amendatoty of Ifae Indenture or supplemental fliereto; but 
only if, and to flie extent that, such Siqqilemental Indenture is specificaUy authorized under the Indenture. 

"Surety Bond" means flie (Credit Facihty issued by Ambac guaranteeing payments into tfae Reserve Fund 
as provided tfaerem and subject to flie limitations set fortfa flierein. 

"System Revenues" means aU income, rents, rates, fees, charges and oflier moneys derived from flie 
ownership or operation ofthe Wastewater System, including, without limiting the generaUty of Ifae foregoing, (i).aU 
income, rents, rates, fees, cfaarges (including standby capacity cfaarges), or other moneys derived by flie City from 
wastewater services, facihties, and commodities or l^roducts sold, fiimished or siqqihed through tfae fiicihties of or 
in flie conduct or operation of flie business ofthe Wastewater System, but including, without limitation, investment 
eamings on the operating reserves to the extent that flie use of such earnings is limited to the Wastewater System by 
or pursuant to law, eamings on any Reserve Fund for Obhgations but only to the extent that such earnings may be 
utilized under tfae Issuing Instrument for Ifae payment of debt service for such Obhgations; (u) the proceeds derived 
by the City direcfly or indirecfly fixim flie lease of a part of the Wastewater System; (iu) any amount received from 
the levy or coUection of taxes which are solely available and are eannarked for the support ofthe operation ofthe 
Wastewater System; (iv) amounts received under contracts or agreements with govemmental or private entities and 
designated for capital costs; and (v) grants received from the United States of America or from the State of 
(Caiifomia; provided, however, that System Revenues sfaaU not include: (a) in aU cases, customers' deposits or any 
oflier deposits or advances subject to refimd untU such deposits or advances have become flie property of the City; 
and (b) the proceeds of borrowings. Notwithstanding the foregoing, fliere wiU be deducted fiKim System Revenues 
any amounts transferred into a Rate Stabilization Fund as contenqilated by tfae Installment Purchase Agreement, and 
fliere wiU be added to System Revenues any amounts transferred out of such Rate Stabilization Fund to pay 
Maintenance and Operation Costs of flie Wastewater System. 

"Tax Certificate" means tfae certificate dehvered with respect to flie Bonds on which it is mtended tfaat 
interest fliereon wiU be excluded fiom gross income pursuant to Section 103 of flie (Code. 

"Tax-Exempt Installment Payment ObUgations" means Installment Payment ObUgations in respect of 
which it is intended fliat the interest conqxmenf fliereof wiU be excluded fixim gross income pursuant to Section 103 
ofthe (Code. 

"Tender Indebtedness" means any Parity Obhgations or portions of Parity Obhgations, a feature of which 
is an option, on flie part ofthe holders fliereof, or an obhgation, under the tenns ofsuch Parity Obhgations, to tender 
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aU or a portion of such Parity Obhgations to the City, a Paying Agent or other fiduciaty or agent for payment or 
purchase and requiring that such Bonds or portions of Bonds or that such rights to payments or portions of payments 
be purchased if properly presented. 

"Term Bonds" means Bonds which are payable on or before then specified maturity dates from sinking 
fimd payments established for that purpose and calculated to retire sucfa Bonds on or before tfaeir specified maturity 
dates. 

"Term ObUgations" means ObUgations which are payable on or before their specified maturity dates from 
sinking fimd payments established for that purpose and calculated to retire such Obhgations on or before their 
specified maturity dates. 

"Term Parity ObUgations" means Term ObUgations which are Parity Obhgations or^re payable on a 
parity with Parity Tn.sfallment Obhgations. 

"Third Supplemental Indenture" means the Third Siqqilemental Indenture, dated as of Febmaty 1,1997. 
between the Aufliority and tfae Trustee, supplementing and amenthng the Original Indenture, the First Siqqilemental 
Indenture and the Second Siqqilemental Indenture. 

"Treasurer" means flie Treasurer ofthe City. 

"Trustee" means State Street Bank and Trust (Conqiany of (California, NA., a national banking association 
existing under and by virtue ofthe laws ofthe United States, or any oflier association or coiporation which may at 
any time be substituted in its place as provided in the Indenture. 

"Variable Rate Indebtedness" means any portion of indebtedness evidenced by Parity ObUgations the 
interest rate on which is not established at flie time of incuirence of sucfa indebtedness and faas not, at some 
subsequent date, been established at a rate which is not subject to fluctuation or subsequent adjustment, excluding 
Paired Obhgations. 

"Wastewater Service" means the wastewater coUection and treatment services made available or provided 
by the Wastewater System. 

"Wastewater System" means any and aU faciUties, properties and inqirovements at any time owned, 
controUed or operated by the City as part of flie Sewer Revenue Fund (defined in the Installment Purchase 
Agreement) for tfae coUection, treatment, distribution, administration, disposal or reclamation of waste, including flie 
Municipal System and flie MetropoUtan System. After any transfer of flie Metropohtan System peimitted by tfae 
Installment Purchase Agreement, the term "Wastewater System" shaU mean the Municqial System wifli respect to 
the Qty and the Metropohtan System with respect to the transferee. 

"Written Request of tbe Authority" means an instrument in writing signed by flie President, the Vice 
President fhe Secretaty or the Assistant Secretary of the Aufliority, or by any oflier officer of the Aufliority duly 
autfaorized by tfae Authwity for that puipose. 

"Written Request of the City" means an instrument in writing signed by tfae City Manager or the 
Financial and Tecfanical Services Business (Center Manager of the City, or by any other ofGcial of the apphcable 
administrative departments of flie City duly autfaorized by the City for fliat puipose. 
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APPENDIX D 

SUMMARY OF PRINCIPAL LEGAL DOCUMENTS 

The foUowing are brief summaries of certain provisions of the Indenture, the Installment Purchase 
Agreement and the Continuing Disclosure Agreement These summaries do not purport to be fuU and 
complete statements ofthe provisions ofsuch documents and are qualified in their entirety by reference to the 
complete text ofsuch documents. Prior to deUvery ofthe 1999 Bonds, copies ofthese documents are avaUable 
from the City and after deUvery ofthe 1999 Bonds, from the Trustee. 

THE INDENTURE 

General 

The Indenture sets forfli flie terms ofthe Bonds, the nature and extent ofthe security for tfae Bonds, various 
rights of flie Owners of flie Bonds, rights, duties and immunities of tfae Trustee and the rights and obhgations ofthe 
Authority. Certain provisions of the Indenture are summarized below. Oflier provisions are summarized in this 
OfiBcial Statement under flie caption "DESCCRIPTION OF THE SERIES 1999 BONDS." This summaty does not 
puiport to be conqilete or definitive and is qualified in its entirety by reference to the ftiU terms ofthe Ihdraiture. 

In consideration ofthe acceptance ofthe Bonds by flie Owners fliereof, tfae Indenture wiU be deemed to be 
and wiU constitute a contract between the Authority and the Trustee for the benefit ofthe Owners fixim time to time 
of aU Bonds authorized, executed, issued and dehvered under the Indenture and flien Outstanding to secure flie fiiU 
and final payment ofthe interest on and principal of and redenqition premiums, if any, on aU Bonds whicfa may fixim 
time to time be aufliorized, executed, issued and dehvered under the Indenture, subject to the agreements, 
conditions, covenants and provisions contamed in flie Indenture and aU agreements and covenants set forfli in the 
Indenture to be peifoimed by or on behalf of the Autfaority wiU be for the equal and proportionate benefit, protection 
and security of aU Owners of the Bonds witfaout distinction, preference or priority as to security or otherwise of any 
Bonds over any other Bonds by reason of tfae number or date fliereof or the time of authorization, sale, whatsoever, 
except as expressly provided in the Indenture or flierein. 

Establishment of Funds and Accounts. The Aufliority wiU establish and maintain the Acquisition Fund to 
be held by the Treasurer and disbursed by flie Auditor and (ComptroUer in accordance with flie hidenture. The 
Indenture establishes the Payment Fund and the Reserve Fund. Within flie Payment Fund, flie Trustee vriU establish 
and maintain an Interest Account, a Principal Account, a Bond Sinking Account and a Redeinption Account Each 
of the fimds and accounts established in the hidenture wiU be maintained by flie Trustee sqiarate and apart fixim aU 
oflier moneys ofthe Authority held by it, for flie benefit ofthe Authority, the City and fhe Owners ofthe Bonds and 
wiU be eiqiended solely as provided in the Indenture. 

Application ofthe Acquisition Fund. The Treasurer wiU hold the moneys in tfae Acquisition Fund and the 
Auditor and (ConqitroUer wiU disburse such moneys to pay Acquisition Costs and to pay (Costs of Issuance. Such 
disbursements wiU be made fiom time to time iqion receipt of a Written Request of the City on behalf of flie 
Auihority which states with respect to each disbursement to be made: (a) (1) the requisition number, (2) tfae name 
and address of tbe person, firm or coiporation to wfaom payment is due, (3) flie amount to be disbursed, and (4) that 
eacfa obhgation flierein has been properly incurred, and is a proper charge against the Acquisition Fund and has not 
been flie basis of any previous disbursement; (b) specifies m reasonable detaU flie nature of tfae obUgation; and (c) is 
acconqianied by a biU or statement of account for each obUgation. 

If, after payment by flie Auditor and ConqitroUer of aU Written Requests of the City on behalf of the 
Authority tendered under flie provisions of tfae hidenture, and dehvety to flie Treasurer, ihe Auditor and (ConqitroUer 
and flie Trustee of a Certificate of Completion, there remains any balance of money in the Acquisition Fund, aU 
money so remaining wiU be transfened to flie Trustee and deposited, first to flie Reserve Fund to flie extent 
necessaty to make the amount on deposit therein equal to flie Reserve Requirement, and thereafler to the accounts of 
the Payment Fund as directed by the Aufliority. 
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Pledge of Revenues. Subject only to the provisions ofthe Indenture permitting the apphcation fliereof for 
the puipose and on the tenns and conditions set forth therein, whUe any Bonds remain Outstanding, aU Revenues 
and amounts on deposit in the fimds and accounts estabhshed under the Indenture (oflier than amounts on deposit in 
the Rebate Fund) are irrevocably pledged to the payment ofthe mterest on and principal ofthe Bonds. 

Pursuant to the Indenture, the Autfaority transfers, conveys and assigns to the Trustee, for the benefit ofthe 
Owners, aU of flie Authority's rigfats under the Installment Purchase Agreement (excepting certain mdemnification 
rights thereunder), including flie right to receive Instalhnent Payments from flie City, the right to receive any 
proceeds of insurance maintained under the Installment Purchase Agreement or any condemnation award rendered 
with respect to the Project and the right to exercise any remedies provided in the Installment Purchase Agreement in 
the event of default by the City under the Instalhnent Purchase Agreement 

The Trustee wiU be entitied to and wiU receive aU of tfae Revenues, and any Revenues coUected or received 
by flie Aufliority wiU be deemed held, coUected or received by the Aufliority as agent of tfae Trustee and wiU 
forfliwifli be paid by tfae Aufliority to the Trustee. 

Application ofthe Payment Fund. Subject to flie provisions of flie Indenture relating to the Authority's 
Tax (Covenants, aU money in the Payment Fund wiU be set aside by the Trustee in tfae foUowing accoimts witfain the 
Payment Fund in tfae foUowing order of priority: 

(a) Interest Account, 

(b) Principal Account, and 

(c) Redenqition Account 

AU money m eacfa of sucfa accounts wiU be held m trust by the Trustee and wiU be appUed, used and 
withdrawn only for flie purposes authorized in the Indenture. 

Interest Account On or before each Interest Payment Date, the Trustee wiU set aside from the Payment 
Fund and deposit m the Interest Accoimt that amount of money which, together with any money contained in tfae 
Interest Account, is equal to flie aggregate amount of interest becoming due and payable on aU (Outstanding Bonds 
on such Interest Payment Date. No deposit need be made in tfae Interest Account if flie amount contained in the 
Interest Account is at least equal to the aggregate amount of mterest becoming due and paj^ble on aU Outstanding 
Bonds on such Interest Payment Date. 

AU money in flie Interest Account wiU be used and withdrawn by tfae Trustee solely for tfae purpose of 
paying the interest on fhe Bonds as it becomes due and payable (mcluding accraed interest on any Bonds purchased 
or redeemed prior to maturity). 

Pnncipal Account On or before May 15 of each year the Trustee wiU set aside from the Payment Fund 
and deposit in fhe Principal Account an amount of money equal to the aggregate principal amount of aU Outstanding 
Serial Bonds maturing on such May 15 plus the aggregate amount of aU sinking fimd payments required to be made 
with respect to flie Term Bonds on such May 15. No deposit need be made in flie Princqial Account ifthe amount 
contained flierem is at least equal to the aggregate amount ofthe princqial of aU Outstanchng Serial Bonds maturing 
by their tenns on such May 15 plus flie aggregate amount of aU sinking ftmd payments required to be made on such 
May 15 for aU Outstanding Term Bonds. 

The Trustee wiU establish and maintain witfain tfae Principal Account a separate subaccount for the Term 
Bonds of each series and maturity, designated as flie "Sulking Accounf' (the "Smking Account"). Wifli respect to 
each Sinking Account on each mandatoty sinking account payment date established for such Sinking Account flie 
Trustee wiU apply the mandatoty sinking account payment reqmred on that date to the redenqition (or payment at 
maturity) of Term Bonds of flie series and maturity for which such Sinking Account was established, upon the notice 
and in the manner provided in tfae Indenture or in Ifae Supplemental Indenture pursuant to wfaicfa such series of 
Bonds were issued; provided that, at any time prior to giving such notice ofsuch redenqition, at flie direction ofthe 
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City or the Authority, the Trustee may ^iply moneys in sucfa Smking Account to tfae purchase of Term Bonds of 
sucfa series and maturity at pubhc or private sale, as and when and at such prices (including brokerage and other 
charges, but excluding accraed interest, which is payable from the Interest Account) as wiU be determined by flie 
Authority, except that the purchase price (excluding accraed interest) wiU not exceed the redenqition price that 
would be payable for such Bonds upon redenqition by apphcation ofsuch mandatoty sinking account payment If, 
during fhe twelve-montfa period immediately preceding said mandatoty sinking account payment date, the Trustee 
has purchased Term Bonds of such series and maturity with moneys in such Smking Account, such Bonds so 
purchased wiU be apphed, to the extent of the fiiU principal amount thereof, to reduce said mandatoty sinking 
accoimt payment 

AU money in flie Principal Accoimt wiU be used and withdrawn by the Trustee solely for flie purpose of 
paying the princqial of the Bonds as they wiU become due and payable, except tfaat any money in any Sinking 
Accoimt wiU be used and wiffadrawn by flie Trustee only to purchase or to redeem or to pay Term Bonds for wfaicfa 
such Sinking Account was created. 

Redemption Account AU money in the Redenqition Account wiU be held in trast by the Trustee and wiU 
be appUed, used and withdrawn either to redeem Bonds pursuant to the hidenture or for flie puiposes authorized in 
the hidenture. Any moneys which, pursuant to the prepayment section of the Installment Purchase Agreement, are 
to be used to redeem Bonds wiU be deposited by the Trustee in fhe Redenqition Account The Trustee wiU. on flie 
scheduled redenqition date, withdraw from flie Redenqition Accoimt and pay to the Owners entifled fliereto an 
amount equal to flie redenqition price ofthe Bonds to be redeemed on sucfa date. 

Any delinquent Installment Payments witfa respect to flie Project wiU be appUed first to the Interest 
Account for tfae immediate payment of interest payments past due and then to flie Princqial Account for immediate 
payment of principal payments past due according to flie tenor of any Bond, and then to the Reserve Fund to the 
extent necessaty to make the amount on deposit flierein equal to flie Reserve Requirement Any remaining money 
representing delinquent Instalhnent Payments wiU be deposited in the Payment Fund to be apphed in tfae manner 
provided flierein. 

Reserve Fund. After making flie required deposits mto the accounts ofthe Payment Fund, flie Trustee wiU 
deposit in the Reserve Fund an amount of money whicfa, together with the amount aheady on deposit therein, wiU be 
equal to the Reserve Requirement No deposit need be made in flie Reserve Account so long as fliere wiU be on 
dqiosit flierein a sum equal to at least flie Reserve Requirement The Trustee wiU pronqitiy notify flie City if flie 
amount on deposit m flie Reserve Account is less than flie Reserve Requhement 

AU money in the Reserve Fund wiU be used and withdrawn by the Trustee solely for fhe purpose of pajring 
the interest on, or principal of. or redenqition premiums, if any, on the Bonds in the event fliat no oflier money of the 
Authority is lawfiiUy available tfaerefor, or for flie retirement of aU Bonds then Outstandnig. AU interest income 
received by the Tmstee on investinent of moneys m the Reserve Fund wiU be retained in the Reserve Fund so long 
as amounts on deposit in the Reserve Fund are less flian the Reserve Requirement Subject to the foregoing, 
earnings and profits on investments in the Reserve Fund after conqiletion of the Project wiU be transfened to the 
Payment Fund. 

Notwithstandmg anything in flie Indenture to the contraty, at the option ofthe City, amounts required to be 
held in flie Reserve Fund may be withdrawn, in whole or in part, upon flie deposit of a (Credit Facihty with fhe 
Trustee, in a stated amount equal to the amoimts so withdrawn; provided, fliat prior to flie deposit of such Credit 
Facihty, each of the Rating Agencies then rating the Bonds wiU be notified of such proposed withdrawal and tfae 
deposit of such (Credit Facihty wUl not result in a withdrawal or downgrading of any rating of flie Bonds then m 
effect by each ofthe Rating Agencies then rating flie Bonds. Any such withdrawn moneys wiU be transfened, at the 
election of flie City, to the Acquisition Fund, to the Redenqition Accoimt in tfae Payment Fund, to ffae Principal 
Accoimt in the Payment Fund or to a special account to be established for tfae payment of any fees in connection 
witfa obtaining sudi (Credit Facihty. 

Rebate Fund. To the extent required by the Tax Certificate, certain amounts made available by the 
Authority pursuant to a Written Request of the (City wiU be deposited by flie Trustee in fhe Rebate Fund and 
thereafta paid to flie federal govemment of tfae United States of America to the extent required to satisfy flie Rebate 
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Reqmrement (as defined in the Tax (Certificate). None ofthe City, tiie Authority, flie Trastee nor the Owners of flie 
Bonds wiU have any right in or claim to such money. Any moneys remaining in flie Rebate Fund after payment or 
prepayment of aU of flie Bonds and payment and satisfaction of any Rebate Requirement after payment of aU fees 
and expenses ofthe Trustee, wiU be remitted to the City. 

Investment of Moneys in Funds and Accounts. Moneys in the Acquisition Fund wiU be accoimted for by 
the Auditor and ComptroUer and invested by tfae Treasurer ia any legaUy permitted investment, including but not 
hmited to flie pooled investment fimd of flie Treasurer. Moneys in the Reserve Fund and tfae Payment Fund and any 
accounts flierein will, upon the Written Request ofthe City, be invested by tfae Trustee in Pennitted Investments. In 
the absence of a Written Request of flie City, the Trustee may invest moneys in such fimds and accoimts in 
Permitted Investments described in clause (7) ofthe definition of Peimitted Investments. The obhgations in whicfa 
moneys in the said fimds and accounts are invested wiU mature prior to the date on which such moneys are 
estimated to be required to be paid out under the Indenture; provided that with respect to the Reserve Fund, such 
obhgations wiU mature no later than ten years fixim the date of the purchase. Prior to flie conqiletion of the 
acquisition, construction, installation and inqirovement of the Project, any mterest, income or profits fixim tfae 
deposits or mvestments of aU funds and accounts (except tfae Rebate Fund) wiU be retained m such fimd or account, 
except fliat interest, income and profits fixim flie deposits or investments ofthe Reserve Fund wiU be deposited in the 
Interest Account of the Payment Fund so long as amounts on deposit in the Reserve Fund are at least equal to fhe 
Reserve Requirement After the conqiletion of the acquisition, constmction, installation and inqirovement of the 
Project, any interest, income or profits fiom the dqiosits or investments of aU fimds and accounts (except the Rebate 
Fund) wiU be deposited first to flie Reserve Fund to tfae extent amounts on deposit flierein are less than flie Reserve 
Requirement, and thereafter to the Interest Accoimt of the Payment Fund. For purposes of detennining the amount 
on deposit in any fimd or account faeld under tfae hidenture, aU investments wiU be valued at the maiket value 
thereof The Trustee wiU value fhe investments in flie fimds and accounts held under flie hidenture semi-aimuaUy, 
on or about May 15 and November 15, and at such times as the Aufliority deems appropriate. 

Issuance of Additional Bonds 

The Authority may by Supplemental Indenture issue Additional Bonds payable from the Revenues and 
secured by the pledge ofthe Revenues made under the Indenture equal to the pledge securing the Outstanding Bonds 
previously issued, but only iqion conqiliance by the Aufliority with the provisions of the Indenture and any 
additional requirements set forth in such Siqqilemoital Indenture and subject to fhe foUowing specific conditions, 
which are conditions precedent to flie issuance of any such Additional Bonds. 

(a) The Authority wiU be in conqiliance with aU agreements and covenants contained in tfae Indenture 
and aU agreements and covenants contained in the Installment Purchase Agreement 

(b) The Authority wiU have satisfied flie requirements relating to Additional ObUgations in flie 
Installment Purchase Agreement 

(c) The issuance of such Additional Bonds wiU have been authorized by the Auihority and wiU have 
been provided for by Supplemental Indenture which wiU specify the foUowing: 

(1) the puipose for which such Additional Bonds are to be issued; provided that such 
Additional Bonds wiU be apphed solely for the puipose of (i) financing or refinancing additional 
inqirovements to flie Project, and/or (u) refimding any Bonds then Outstanding; 

(2) fhe aufliorized principal amount and designation of such Additional Bonds; 

(3) the dated date and flie maturity dates of; and the sinldng fimd payment dates, if any, tfae 
mterest payment dates (whicfa wiU be Interest Payment Dates) for such Additional Bonds; 

(4) that such Additional Bonds wiU be issued only in Authorized Denominations; 
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(5) flie redemption premiums, if any, and the redenqition terms, if any, for such Additional 
Bonds; 

(6) flie amount if any, to be deposited from flie proceeds of sale of such Additional Bonds in 
the Interest Account; 

(7) tfae amount, if any, to be deposited from the proceeds of sale of such Additional Bonds in 
tfae Acquisition Fund; 

(8) flie amount to be deposited from flie proceeds of sale of such Additional Bonds in the 
Reserve Fund, which amount wiU be sufficient to cause the amount on deposit in tfae Reserve Accoimt to 
equal the Reserve Requirement iqion tfae issuance of sucfa Additional Bonds; 

(9) flie forms of such Additional Bonds; and 

(10) such other provisions as are necessaty or appropriate and not mconsistent with the 
Indenture. 

(d) The Installment Purchase Agreement wiU have been amended to increase fhe Installment 
Payments by the City fliereunder by an amount at least sufficient to pay the mterest on and prindpal of sucfa 
Additional Bonds as flie same become due. 

Nofliing contained in flie Indenture wiU limit flie issuance of any revenue bonds of the Authority payable 
from flie Revenues and secured by a pledge of the Revenues if after the issuance and dehvety ofsuch revenue bonds 
none ofthe Bonds issued under the Indenture wiU be Outstanding. 

Selected Covenants ofthe Authority 

Punctual PiPfment and Performance. The Auihority wfll punctuaUy pay the interest on and the principal 
of and redenqition premiums, if any, to become due on evety Bond issued under tfae Indenture in strict conformity 
witfa the teims of the hidenture and of the Bonds, and wiU faitfafuUy observe and perform aU the agreements and 
covenants contained in tfae Indenture and in the Bonds. 

Tax Covenants. The Authority wiU not use or pennit any proceeds ofthe 1999 Bonds or any fimds ofthe 
Aufliority, direcfly or indirectiy, to acquire any securities or obhgations, and wiU not take or pennit to be taken any 
other action or actions, wfaicfa would cause any 1999 Bonds to be an "arbitrage bond" wifliin flie meaning of the 
(Code or "federaUy guaranteed" wifliin the meaning of Section 149(b) of flie Code and any such apphcable 
regulations promulgated fixim time to time thereunder and under Section 103(c) of the Internal Revenue Code of 
1986, as amended. The Aufliority wiU observe and not violate tfae requirements of Section 148 of tfae (Code and any 
such apphcable regulations. The Aufliority wUl conqily witfa aU requirements of Sections 148 and 149(b) of tfae 
(Code to the extent apphcable to the 1999 Bonds. 

The Autfaority wiU not use or pennit tfae use of any proceeds of the 1999 Bonds or any fimds of the 
Aufliority, direcfly or indirecfly. in any manner, and wiU not t ^ e or omit to take any action tfaat would cause any of 
flie 1999 Bonds to be treated as an obligation not described in Section 103(a) of flie (Code. 

Notwithstanding any provisions of the Indenture, if flie Authority provides to flie Trustee an opinion of 
Bond (Counsel to the effect that any specified action reqmred under flie Indenture is no longer required or fliat some 
ftirflier or different action is required to maintain tfae exclusion from gross income for federal income tax purposes of 
interest wifli respect to flie 1999 Bonds, the Trustee, the Authority and tfae City may conclusively rely on such 
opinion in conqilying witfa flie requirements ofthe hidenture and flie covenants under the Indenture wUl be deemed 
to be modified to that extent 

Eminent Domain. If the whole of tfae Project or so much as to render tfae remainder unusable for the 
puiposes for which it was used or intended to be used by tfae City wiU be taken under the power of eminent domain. 
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the teim of the InstaUment Purchase Agreement wiU cease as of fliat day that possession wiU be taken. The 
Authority wiU take or cause to be taken sucfa action as is reasonably necessary to obtain conqiensation at least equal 
to flie value of the Project or portion thereof taken by eminent domain. If less than the whole of the Project is taken 
under flie power of eminent domain and flie remainder is usable for the purposes for which it was used by flie City at 
the time of such taking, then the Installment Purchase Agreement wiU continue in fiiU force and effect as to such 
remainder, and flie parties thereto waive the benefits of any law to the contrary. So long as any ofthe Bonds wiU be 
Outstanding, the net proceeds of any award made m eminent domain proceedmgs for taking the Project or any 
portion fliereof wiU be transfened to tfae Payment Fund. Any such award made after aU of the Bonds have been 
fiiUy paid and retired wiU be paid to the City. 

Accounting Records and Reports. The Authority wiU keep or cause to be kept proper books of record and 
accoimts in which conqilete and conect entries wiU be made of aU transactions relating to the receipts, 
disbursements, aUocation and appUcation ofthe Revenues, and such books wiU be available for inspection by Ifae 
Trustee, at reasonable hours and under reasonable conditions. Not more than two hundred seventy (270) days after 
the close of each Fiscal Year, the Autfaority wiU fiimisfa or cause to be fiimished to the Trustee a conqilete financial 
statement covering receipts, disbursements, aUocation and appUcation of Revenues for such Authority Fiscal Year, 
and including a profit and loss statement and balance sheet The Autfaority wiU also keep or cause to be kept sucfa 
otfaer infoimation as is required under tfae Tax Certificate. 

The City's Budget The Aufliority wiU supply to tfae Trustee, as soon as practicable after the beginning of 
each Fiscal Year, a Certificate of the City certifying that flie City has made adequate provision in its annual budget 
for such Fiscal Year for flie payment of aU installments due under flie Installment Purchase Agreement in such 
Fiscal Year. If the amoimts so budgeted are not adequate for the payment of aU installments due under fhe 
Installment Purchase Agreement in sucfa Fiscal Year, flie Authority wiU take sucfa action as may be necessaty and 
within its power to cause such annual budget to be amended, corrected or augmented so as to include therein the 
amoimts required to be paid by tfae City m sucfa Fiscal Year for the payment of aU installments due under the 
Instalhnent Purchase Agreement in such Fiscal Year, and wiU notify the Trustee of flie proceedmgs tfaen taken or 
proposed to be taken by the Authority. 

Installment Purchase Agreement and Other Documents. The Authority wiU at aU times maintain and 
vigorously enforce aU of its rights under the Installment Purchase Agreement, and wiU pronqitiy coUect aU 
installments due for the purchase ofthe Project as the same become due under the Installment Purchase Agreement, 
and wiU pronqitiy and vigorously enforce its rights against any person who does not pay such installments as fliey 
become due under the Instalhnent Purchase Agreement The Aufliority wiU not do or pennit anyflring to be done, or 
omit or refiam from doing anything, in any case where any such ad done or pennitted to be done, or any such 
omission of or refiraining from action, would or might be a ground for cancellation or tennination of the Installment 
Purchase Agreement by flie purchaser fliereunder. 

Other Liens. The Aufliority wiU keep the Projed free from judgements, mechanics' and materiahnen's 
hens (except those arismg from the acquisition, constmction and installation of ffae Projed) and free from aU hens, 
claims, demands and encumbrances of whatsoever prior nature or charader to the end fliat tfae security for tfae Bonds 
provided in the Indenture wiU at aU times be maintained and preserved fi%e from any claim or UabiUty which, in flie 
judgment of the Trustee, might hanqier flie Aufliority m conducting its business or interfere with fhe City's operation 
ofthe Project, and the Trustee at its option may (but wiU not be obhgated to) defend against any and aU adions or 
proceedings m which flie vahdity of ^ e Indenture is or might be questioned, or may pay or conqiromise any claim 
or demand asserted in any such action or proceeding; provided, however, that in defending such actions or 
proceedings or in paying or conqiromismg such claims or demands the Trustee wiU not in any event be deemed to 
have waived or released the Aufliority fixim liabihty for or on account of any of its agreements and covenants 
contained in the Indenture, or from its liabihty to defraid the vahdity ofthe Indenture and flie pledge of flie Revenues 
inade therein and to perform such agreements and covenants. Nofliing in fhe Indenture wiU preclude the City, or 
require flie Autfaority to prevent, tfae operation or transfers ofthe Projed as pennitted under the Installment Purchase 
Agreement 

Acquisition and Construction ofthe Project and Sale ofthe Project The Authority wiU acquire and 
constiud tfae Project or cause tfae Projed to be acquired and constructed, with moneys in flie Acquisition Fund and 
wiU seU flie Projed to the City pursuant to fhe Installment Purchase Agreement 
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The Trustee 

Appointment and Acceptance of Duties. Pursuant to tfae Indenture, flie Trustee accepts and agrees to the 
trusts created by the Indenture, to aU of wfaicfa tfae Autfaority agrees and flie respective Owners of flie Bonds, by their 
purchase and acceptance fliereof, agree. 

Duties, Immunities and Liabilities of Trustee. The Trustee will, prior to an event of default under tfae 
Indenture, and after the curing of aU events of default which may have occuned, perform such duties and only such 
duties as are specificaUy set forfli in tfae Indenture and no inqiUed duties or obhgations wiU be read into the 
Indenture against the Trustee. The Trustee will, during flie existence of any event of default (which has not been 
cured), exercise such of flie rights and powers vested in it by the Indenture, and use the same degree of care and skiU 
in their exercise as a pradent person would exercise or use under the circumstances in the conduct of his own affairs. 

So long as no event of default under the Indenture has occuired and is continuing, tfae Autfaority, wifli tfae 
consent of Ambac, may remove ffae Trustee at any time and wiU remove tfae Trustee if at any time requested to do so 
by Ambac for any breacfa of tfae trust set forth in tfae hidenture, or by an instrument in writing signed by the Owners 
of not less flian a majority in aggregate princqial amount of flie Bonds then Outstanding or if at any time the Trastee 
wiU cease to be a trast conqiany or bank having tfae powers of a trust conqiany, having a coiporate trust ofGce in 
(California, having a combined capital and surplus of $100,000,000, and subjed to supervision or examination by 
federal or. state aufliority, or wiU become incapable of acting, or wiU commence a case under any bankiuptoy, 
insolvency or similar law, or a receiver of flie Trastee oi of its property wUl be appointed, or any public offica: wiU 
take control or charge of the Trustee or its property or affairs for flie purpose of refaabihtation, conservation or 
hquidation, in each case by giving written notice of such removal to tfae Trustee, and thereupon wiU appoint a 
successor Trustee by an instrument m writing, but any successor trustee must be a tmst conqiany or bank having the 
powers ofa trust conqiany, having a coiporate frost ofGce in California, having a combined capital and surplus of 
$100,000,000 and acceptable to Ambac, and subjed to supervision or examination by federal or state authority. 

The Trustee may resign by giving prior written notice ofsuch resignation to the Authority and Ambac, and 
by giving notice of sucfa resignation by mail, first class postage prepaid, to the Owners at flie addresses listed in the 
bond register. Upon receiving such notice of resignation, the Aufliority wiU pronqitiy appoint a successor Trustee 
by an instmment in writing. 

Any removal or resignation of tfae Trustee and appointment of a successor Trustee wiU become effective 
upon acceptance of ^ipointment by the successor Trustee. If no successor Trastee wiU have been appomted and wUl 
have accepted appointment within 45 days of giving notice of removal or notice of resignation as aforesaid, the 
resigning Trastee, at the e^ense of the Aufliority, or any Owner (on behalf of himself and aU oflier (Owners) may 
petition any court of conqietent jurisdiction for the appointment ofa successor Trustee. 

Amendment of tbe Indenture 

The Indenture and the rights and obhgations of the Aufliority and of the Owneis may be amended at any 
time by a Supplemental Indenture which wiU become bmding when the written consents of Ambac and flie Owneis 
of at least 60% in aggregate principal amoimt of the Bonds then (Outstanding, exclusive of Bonds disqualified as 
provided in the Indenture, are fUed wifli flie Trustee. No such amendment wiU (a) extend the maturity of or reduce 
the interest rate on or otfaerwise alter or inqiair the obhgation of tfae Autfaority to pay the interest on or principal of or 
redenqition premiuin, if any, on any Bond at the time and place and at the rate and in tfae currency provided in tfae 
Indenture without flie express written consent ofthe Owner ofsuch Bond, or (b) pennit flie creation by the Authority 
of any pledge of flie Revenues superior to or on a parity with tfae pledge created fliereby for flie benefit ofthe Bonds, 
or (c) mcrease the dollar amoimt of the Bonds, or (d) modify any rigfats or obhgations ofthe Trustee wifliout its prior 
written assent fliereto. 

The Indenture and flie rights and obhgations of flie Authority and of tfae Owneis may also be amended at 
any time by a Siqqilemental Indenture whicfa wiU become binding upon adoption wifliout the consent of any Owners 
(but with the consent of Ambac), but only to the extent peimitted by law and after receipt of an ^qiroving opinion of 
Bond (Counsel, but only for any one or more of tfae foUowing purposes: (a) to make such provisions for flie puipose 
of curing any ambiguity or of correcting, curing or siqqilementing any defective provision contained in flie Indenture 
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m regard to questions arising thereunder which the Authority may deem desirable or necessaty and not inconsistent 
therewifli and which wiU not adversely affect the interests of flie Owners; (b) to make any other change or addition 
to flie Indenture which wiU not materiaUy adversely affect the interests of flie Owners, or to surrender any right or 
power reserved therein to or confened therein on the Aufliority; or (c) to provide for flie issuance of any Additional 
Bonds and to provide the terms of sucfa Additional Bonds, subject to the conditions and iqion compliance wifli flie 
procedure set forfli in the Indenture. 

Any amendment or supplement to flie Indenture (other than amendments or supplements executed and 
dehvered m connection with tfae issuance of additional Obhgations pursuant to the Installment Purchase Agreement) 
is subject to the prior written consent of tfae Bond Insurer, which consent wiU not be unreasonably withheld. 

Events of Default and Remedies of Owners 

The foUowing wiU be events of default under the Indenture: 

(a) faUure in flie due and punctual payment of the interest on any Bond when and as flie same wiU 
become (hie and payable; 

(b) faUure in flie due and punctual payment of flie princqial of or redenqition premium, if any, on any 
Bond when and as the same wiU become due and payable, wheflier at maturity as flierein expressed or by 
proceedings for redenqition; 

(c) faUure by tfae Aufliority in flie performance of any of flie other agreements or covenants required 
on its part contained in the Indenture, and such default has continued for a period of 60 days after the Aufliority faas 
been given written notice of such default by the Trustee or by a Credit Facihty provider or to the Authority and the 
Trustee by Owners of not less than 25% of die Bonds; 

(d) if any event of default wiU have occuned and be continuing under flie Installment Purchase 
Agreement; or 

(e) if the Autfaority files a petition or answer seeking arrangement or reorganization under flie federal 
bankruptcy laws or any other apphcable law of flie United States of America or any state therein, or if a court of 
conqietent jurisdiction approves a petition fUed with or wifliout tfae consent of flie Aufliority seeking arrangement or 
reorganization under fhe federal banknqitcy laws or any oflier apphcable law of flie United States of America or aity 
state therein, or if under the provisions of any other law for the rehef or aid of debtors any court of conqietent 
jurisdiction wiU assume custody or control ofthe Authority or ofthe whole or any substantial part of its propoty. 

If an event of default has occurred and is continuing, flie Trustee may, witfa flie consent of Ambac, or will, 
at the direction of Ambac, or iqion flie written request of flie Owners of not less than 25% in aggregate princqial 
amount of flie Bonds then Outstanding, with the consent of Ambac, by written notice to the Authority and Ambac. 
wiU declare tfae principal of aU Bonds tfaen Outstanding and the interest accraed fliereon to be due and payable 
unmediately. and upon any such declaration tfae same wiU become due and payable. 

In addition, the Trustee m its discretion may. and at fhe written request of flie Owners of not less than 25% 
in aggregate principal amount of Bonds Outstanding or any provider df a then existing Qedit FaciUty, and upon 
being indemnified to its satisfaction therefor, wiU proceed to enforce aU rights of the (Owners and require flie 
Authority to enforce aU rights of ffae Owners ofthe Bonds under the Indenture, the Bonds or any law by whatever 
appropriate judicial proceeding or proceedings the Trustee deems most effectual. 

Anything in flie Indenture to the contraty notwithstanding, subjed to the consent of Ambac and to the 
limitations and restrictions as to fhe rights of the (Owners, iqxm flie h^pening and continuance of any event of 
default under tfae Indenture, tfae Owners of not less than 25% m aggregate principal amount of the Bonds tfaen 
Outstanding wiU faave the right upon providing the Trustee security and indemnity reasonably satisfactoty to it. to 
direct the metfaod and place of aU remedial proceedings to be taken by fhe Trustee under the Indenture. The Trustee 
may refiise to foUow any direction fliat confhds wifli law or the Indenture or that the Trustee determines is 

D-8 



prejudicial to rights of other Owneis or would subject the Trastee to personal habihty. No Owner of any of tfae 
Bonds wiU faave any right to mstitute any proceeding for flie enforcement of any trust under the Indenture, or any 
other remedy fliereunder or on said Bonds, unless such Owner previously has given to the Trastee written notice of 
an event of default and unless flie Owners of not less than 25% in aggregate principal amoimt of the Bonds then 
Outstanding wiU have made written request ofthe Trustee to institute any such proceeding or other remedy, after flie 
right to exercise such powers wiU have accraed, and wiU have afforded the Trustee a reasonable opportunity either 
to proceed to exercise tfae powers in the Indenture granted, or to institute such action, suit or proceeding in its or 
their name; nor unless there also wiU have been offered to the Trastee security and indemnity satisfactoty to it 
against the costs, expenses and liabihties to be incuned therein or thereby, and Ifae Trustee wUl not have comphed 
with such request within a reasonable time. 

Control of Remedies by Credit Providers Upon Default 

Anything in the Indenture to the contraty notwithstanding, upon the occurrence and continuance of an 
event of default under flie Indenture, Ambac wiU be entitied to control and direct flie enforcement of aU rigfats and 
remedies granted to (1) the Owners of the Insured 1993 Bonds or (2) the Trustee for the benefit of such Owners 
under the Indenture, including, wifliout hmitation: (i) the right to accelerate the princqial ofthe Bonds as described 
in the Indenture and (u) the right to annul any declaration of acceleration. Ambac wiU also be entifled to approve aU 
waivers of events of default 

With respect to the provisions of the Indenture governing events of default and flie exercise of remedies 
thereupon, except flie giving of notice of default to Owners of flie 1995 Bonds, tfae Bond Insurer wiU be deemed to 
be the sole holder ofthe 1995 Bonds it has insured and any acceleration ofthe 1995 Bonds or any annulment fliereof 
wiU be subjed to the prior written consent ofthe Bond Insurer (in each case so long as it has not faUed to conqily 
with its payment obhgations under its bond insurance pohcy securing the 1995 Bonds). Identical provisions are 
apphcable to flie 1997 Bonds and the Insured 1999 Bonds. See 'Tiffli Supplemental Indenture" below. 

Defeasance 

Ifthe Aufliority pays or causes to be paid or there is otherwise paid to the Owners of aU Outstanding Bonds 
flie interest thereon and flie princqial tfaereof and ffae redenqition premiums, if any, tfaereon at the times and in flie 
manner stipulated flierein. tfaen the Owners of such Bonds wiU cease to be entifled to the pledge of tfae Revenues as 
provided in the Indenture, and aU agreements, covenants and oflier obhgations of tfae Autfaority to Ifae Owners of 
such Bonds fliereunder wUl fliereiqion cease, tenninate and become void and be discharged and satisfied. 

Subjed to the provisions of flie above paragnqih. when any of the Bonds wiU have been paid and tbe 
Authority has kqit. perfonned and observed aU flie covenants and promises in such Bonds and in the Indenture 
required to be kept, perfonned and observed by tfae Aufliority or on its part on or prior to that time, then flie 
Indenture wiU be considered to have been discharged ui resped of such Bonds and such Bonds wiU cease to be 
entitied to the hen of the Indenture and such hen and aU covenants, agreements and other obhgations of the 
Aufliority under flie Indenture wiU cease, terminate, become void and be conqiletely discharged as to such Bonds. 

Any Outstanding Bonds wiU prior to the maturity date or redenqition date thereof be deemed to have been 
paid if (1) in case any of such Bonds are to be redeemed on any date prior to fheir maturity date, the Audiority wiU 
have given to tfae Trustee in form satisfadoty to it irrevocable instractions to mail, on a date in accordance with the 
provisions of flie Indenture notice of redenqition ofsuch Bonds on said redenqition date, said notice to be given in 
accordance with tfae Indenture, (2) tfaere wfll have been deposited wifli fhe Trustee either (A) money m an amount 
which wiU be sufBdent or (B) Federal Securities of which are not subject to redenqition prior to maturity except by 
tfae holder thereof (including any such Peimitted Investments issued or faeld in book-enUy form on tbe books of fhe 
Department of Treasmy of the United States of America) and/or Pre-Refunded Munidpals, the interest on and 
prindpal of which whoi due, and witfaout any reinvestment fliereof, wiU provide money which, togeflier wifli tiie 
money, if any, deposited wifli flie Trustee at the same time, will, as verified by an independent certified pubhc 
accountant, be sufficient, to pay when due fhe interest to become due on such Bonds on and prior to tfae maturity 
date or redenqition date thereof, as flie case may be, and the principal of and redenqition premiums, if any, on such 
Bonds, and (3) in flie event such Bonds are not by flieir terms subjed to redenqition wifliin the next succeeding 60 
days, the Authority wiU have given the Trustee in form satis&ctoty to it irrevocable instructions to maU as soon as 
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practicable, a notice to the Owners of such Bonds and to the Securities Depositories and flie Infonnation Services 
fliat tfae deposit required by clause (2) above faas been made with flie Trastee and that sucfa Bonds are deemed to 
faave been paid in accordance witfa the Indenture and stating the maturity date or redenqition date iqion which money 
is to be available for flie payment of flie principal of and redenqition premiums, if any, on such Bonds. 

Provisions Relating to Ambac 

Consent of Ambac. No provision in the Installment Purchase Agreement, as amended from time to time, 
which eiqiressly recognizes or grants rights in or to Ambac may be amended in any manner which adversely affects 
the rights of Ambac under the 1998-1 Supplement or fliereunder, without the prior written consent of Ambac. 

Access to Information. So long as the Surety Bond is in effect, the City wiU fiimish to Ambac a copy of 
the financial statements described in Section 6.12(b)(1) of the Installment Purchase Agreement, wiflun the time 
period provided flierein, and a copy of any notice given to Owners by the City and, to the extent fliat an Event of 
Default under the Installment Purchase Agreement has occuned and is continuing, such additional infonnation as 
Ambac wiU reasonably request During the continuance of any such Event of Default, flie City wiU permit Ambac 
to discuss flie af&irs, finances and accounts ofthe City witfa appropriate ofBcers of tfae City and wiU peimit Ambac 
to faave access to flie Project and wiU cause tfae Trustee to make copies of aU books and records relating to the Bonds 
upon payment of the reasonable expenses of the Trustee flierefor. Tfae City wiU also provide to Ambac copies of 
financial statements, annual reports and event reports relating to the Bonds as and wfaen provided under tfae 
Continuing Disclosure Agreements entered into by flie City pursuant to Rule 15c2-12 of fhe Securities and 
Exchange Commission under flie Securities Exchange Act of 1934. 

Fifth Supplemental Indenture 

Creadon ofl999A Account of Acquisition Fund; Use of Moneys in 1999A Account There is created m 
the Acquisition Fund an account designated as the "1999A Account" Ihe Treasurer wiU hold flie moneys in the 
1999A Account of the Acquisition Fund and flie Auditor and ConqitroUer wiU disburse sucfa moneys therefrom to 
pay Acquisition (Costs relating to the Metropohtan System and to pay (Costs of Issuance with resped to flie 1999A 
Bonds. 

If, after paymrait by tfae Auditor and ConqitroUer of aU Written Requests of the City on behalf of the 
Aufliority theretofore tendered to flie Auditor and ConqitroUer under the provisions of flie Fifth Supplemental 
Indenture and dehvety to the Treasurer, the Auditor and (ConqitroUer and the Trustee of a (Certificate of (Completion 
wifli resped to the portion of flie Projed to be financed with amounts on deposit in flie 1999A Accoimt, fliere 
remains any balance of money in flie 1999A Account, aU money so remaining wiU be transferred to the Trustee and 
deposited, first to the Reserve Fund to tfae extent necessaty to make flie amount on deposit flierein equal to the 
Reserve Requirement, and thereafter to the accounts ofthe Payment Fund as dhected by the Aufliority. 

Creation ofl999B Account of Acquisition Fund; Use of Moneys in 1999B Account There is created in 
tfae Acquisition Fund an account designated as the "1999B Accoimt" The Treasurer wiU hold flie moneys in flie 
1999B Accoimt ofthe Acquisition Fund and fhe Auditor and (ConqitroUer wiU disburse such moneys therefiom to 
pay Acquisition Costs relating to the Munidpal System and to pay Costs of Issuance with resped to the 1999B 
Bonds. 

If, after payment by flie Auditor and (ConqitroUer of all Written Requests of flie City on behalf of flie 
Authority flieretofore tendered to flie Aiiditor and ConqitroUer under flie provisions of the Fifth Siqqilemental 
Indenture and dehvety to the Treasurer, fhe Auditor and (ConqitroUer and flie Trastee ofa Certificate of Conqiletion 
wifli resped to the portion of flie Project to be financed vh&L amounts oh deposit in tfae 1999B Account, fliere 
remains any balance of money in flie 1999B Account, aU money so remaining wiU be transfened to the Trustee and 
deposited, first to the Reserve Fund to flie extent necessaiy to make flie amoimt on deposit therein equal to the 
Reserve Requirement, and fliereafier to the accounts ofthe Payment Fund as directed by the Aufliority. 

Pledge of Revenues. Pursuant to flie Indenture, flie 1999 Bonds are limited obhgations of flie Authority 
and are payable solely from the Revenues (which Revenues inchide Installment Payments made pursuant to flie 
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InstaUment Purchase Agreement) and amounts on deposit in the fimds and accounts established under the Indenture 
(other than amounts on deposit in the Rebate Fund). AU such moneys are inevocably pledged to the payment of the 
interest on and principal of tfae 1999 Bonds as provided in the Indenture. The pledge made under &e Indenture 
constitutes a first hen and pledge of Revenues, and wifliin such hen priority, 1999 Bonds are of equal rank, without 
preference, priority or distinction, with aU oflier Bonds (Outstanding. 

Tax Covenants. The Aufliority covenants to comply with the provisions and procedures of the Tax 
Certificate relating to flie 1999 Bonds, mcludmg depositing of all amounts required to be deposited ia the Rebate 
Fund from flie sources specified in the Indenture. 

The Authority wiU not use or permit any proceeds ofthe 1999 Bonds or any fimds of flie Aufliority, direcfly 
or indirectiy, to acquire any securities or obhgations, and wiU not take or pemiit to be taken any other action or 
actions, which would cause any 1999 Bonds to be an "arbitrage bond" wiflun the meaning ofthe Code or "federaUy 
guaranteed" within flie meaning of Sedion 149(b) of the (Code and any such apphcable regulations promulgated 
from time to time thereunder and under Section 103(c) ofthe Code. The Authority wiU observe and not violate flie 
requirements of Section 148 of the (Code and any such apphcable regulations. The Authority wiU conqily with aU 
requirements of Sections 148 and 149(b) ofthe (Code to tfae extent apphcable to flie 1999 Bonds. 

The Autfaority wiU not use or peimit the use of any proceeds of the 1999 Bonds or any fimds of the 
Aufliority, direcfly or indirecfly, m any manner, and wiU not t^e or omit to take any action that would cause any of 
the 1999 Bonds to be treated as an obligation not described in Section 103(a) ofthe Code. 

Notwithstanding any provisions ofthe tax covenants ofthe Fifth Siqqilemental Indenture, ifthe Authority 
provides to tfae Trustee an opiiiion of Bond (Counsel to fhe effect that any specified action required under the tax 
covenants of the Fifth Siqqilemental Indenture is no longer required or that some fiirflier or different action is 
required to maintain flie exclusion from gross income for federal income tax puiposes of interest with respect to the 
1999 Bonds, the Trustee, the Authority and the City may conclusively rely on such opinion in conqilying with the 
reqiurements of flie tax covenants ofthe Fifth Siqqilemental Indenture and, notwiflistanding flie Prior hidenture, the 
covenants under flie Fifth Supplemental Indenture wiU be deemed to be modified to tiiat extent 

Continuing Disclosure. The Trustee covenants and agrees fliat it wiU conqily and carry out aU of the 
provisions of flie (Continuing Disclosure Agreement Notwiflistanding any other provision ofthe Indenture, faUure 
ofthe City or the Trustee to comply witfa the (Continuing Disclosure Agreement wiU not be considered an Event of 
Default; however, the Trustee may (and, at fhe request of any Participating Underwriter, the Bond Insurer or the 
Owners of at least 25% in aggregate princqial amount of (Outstanding 1999 Bonds, wiU) or the Bond Insurer or any 
Owner or Beneficial Owner may take such actions as may be necessaty and appropriate, including seeking specific 
perfonnance by court order, to^ cause flie City to conqily with its obligations under the 1999-1 Supplement or to 
cause flie Trustee to conqily with its obhgations under the Fifth Supplemental Indenture. 

Year 2000 Readiness. The Trustee wiU take reasonable steps to ensure that its products (and those of its 
fliird-party siqqihers) refled flie available state of flie art technology to offer products that are Year 2000 conqiliant 
includmg, but not limited to, centmy recognition of dates, calculations that conecfly conqiute same centmy and 
multi-centuty formulas and date values, and interface values that reflect the date issues arising between now and the 
next one hundred years, and if any changes are required, the Trustee wiU make the changes to its products at no cost 
to tfae City or the Autfaority and in a commerciaUy reasonable time frame and wiU require tfaird-party supphers to do 
likewise. 

Control of Remedies. With resped to flie provisions ofthe Indenture goveming events of default and the 
exercise of remedies thereupon, except the givmg of notice of default to Owneis of tfae 1997 Bonds, the Bond 
Insurer wiU be deemed to be flie sole holder of the 1997 Bonds it has msured and any acceleration of such 1997 
Bonds or any annulment thereof wiU be subject to tfae prior written consent ofthe Bond Insurer (in each case so long 
as it has not faUed to conqily with its payment obUgations under its bond insurance poUcy securing such 1997 
Bonds). Identical provisions are apphcable to tfae 1999 Bonds. 
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THE INSTALLMENT PURCHASE AGREEMENT 

General 

The Installment Purchase Agreement provides the terms and conditions of flie purchase of the Project by 
theCity. Certain provisions of the Installment Purchase Agreement are summarized below. These summaries do 
not puiport to be conqilete or definitive and are qualified in their entireties by reference to flie fiiU terms of the 
Installment Purchase Agreement 

Acquisition and Construction of the Project The Authority has agreed to cause the Project to be 
constmcted, acquired and instaUed by the City, as agent of the Authority. The City wiU enter into contracts and 
provide for, as agent of the Authority, flie conqilete constraction, acquisition and installment of flie Project The 
City has agreed that it wiU cause flie construction, acquisition and mstallation of the Project to be dihgenfly 
performed. Except to the extent of proceeds of the Obhgations which are deposited in the Acquisition Fund, the 
Auihority wiU be under no liabihty of any kind or charader whatsoever for flie payment of any cost of any 
(Conqionents. In the event the proceeds of tfae Obhgations deposited in flie Acquisition Fund are insufficient to 
conqilete the constraction, acquisition and installation of Conqionents, flie City wiU cause to be deposited m flie 
Acquisition Fund (or otherwise appropriate and encumber) from and to the extent of available amounts on deposit in 
flie Sewer Revenue Fund (or other lawfiiUy available moneys) an amount equal to that necessary to conqilete the 
constraction, acquisition and installation ofsuch Components. 

The Authority wiU not undertake to cause any conqionent of fhe Project to be constructed, acquired or 
instaUed unless and untU the City and the Authority have entered into a Supplement specifying the conqionents of 
the Project to be instaUed, the date of conqiletion, the Purchase Price to be paid by the City under the Installment 
Purchase Agreement for fliat (Conqxinent of flie Project, and tfae InstaUment Payments or the mefliod of calculating 
Installment Payments. 

Changes to the Project The City may modify or amend flie descrqition of tfae Project, to eliminate any 
part tfaereof and/or to substitute anoflier Project or Projects, aU wifliout obtaining any consent by filing sucfa 
modification or amendment with the Authority and the Trustee; provided that no sucfa amendment wiU substitute a 
Project or Projects wfaicfa are not to be owned by fhe Sewer Revenue Fund or wiU hi any way inqiah: the obhgations 
of the City contained in any Supplement executed prior to such amendment The City may substitute otfaer 
inqirovements for those listed as (Conqionents in any Supplement but only ifthe City first fUes with the Aufliority 
and the Trustee a certificate of an Aufliorized City Representative: (a) identifying fhe (Conqionents to be substituted 
and the Conqxments they replace; (b) stating that the substituted (Conqionents wiU be owned by the Sewer Revenue 
Fund; and (c) stating flut with resped to Conqionents financed with Tax-Exenqit Installment Obhgations, the 
estimated costs of constraction, acquisition and instaUation of the substituted inqirovements are not less than such 
costs for the inqirovements previously planned. 

Installment Payments 

Purchase Price. The City wiU pay the Purchase Price for any Conqxments being purchased as provided in 
a Supplement The Purchase Price to be paid by the City under any Supplement to tfae Instalhnent Purchase 
Agreement, solely from Net System Revenues and fixim no other sources, is the sum ofthe principal amount of tfae 
City's obhgations under any Supplement plus the mterest to accrae on the unpaid balance of such principal amount 
from the effective date and over the term of flie Supplement, subjed to prepayment provisions as provided flierein. 

The princqial amount ofthe Installment Payments and the interest accraed fliereon to be made by the City 
under a Supplement wiU be paid as specified in sucfa Supplement Interest wiU be payable in an amount not 
exceeding flie Maximum Rate. In flie event that flie princip^ amount of an Installment Payment is not paid by the 
date such tfae same is due and payable in such Supplement or interest is not paid by the date such interest is payable, 
to the extent peimitted by apphcable law, such principal or interest wiU thereafter bear interest at the Default Rate, 
commencing on tfae day the same is due, to, but not including, the payment date. 
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Installment Payments. Tfae City may, subject to any rights of prepayment provided in a Supplement, pay 
to the Aufliority, solely from Net System Revenues and fixim no other sources, the Purchase Price m Installment 
Payments over a period not to exceed the maximum period permitted by law. 

The obhgation ofthe City to make the Instalhnent Payments solely from Net System Revenues is absolute 
and unconditional, and untU such time as tfae Purchase Price has been paid in fiiU (or provision for the payment 
thereof has been made, flie City wiU not discontinue or suspend any Installment Payments required to be made by it 
when due, whether or not the Project or any part thereof is operating or operable or has been conqileted, or its use is 
suspended, interfered witfa, reduced or curtaUed or terminated in whole or in part, and such InstaUment Payments 
wiU not be subject to reduction wheflier by offset or otherwise and wiU not be conditioned upon the perfonnance or 
nonperformance by any party of any agreement for any cause whatsoever. 

The City agrees and covenants under the Instalhnent Purchase Agreement that aU System Revenues wiU be 
received by tfae City in trust and wiU be deposited when received in the Sewer Revenue Fund. The City agrees and 
covenants to maintain flie Sewer Revenue Fund so long as any Instalhnent Payments or payments due by the City 
under any (Qualified Swap Agreement remain uiqiaid, and aU moneys in the Sewer Revenue Fund wiU be so held in 
trust and apphed and used solely as provided in flie Installment Purchase Agreement 

Selected Covenants ofthe City 

CompUance with Installment Purchase Agreement; Ancillary Agreements. The City wiU punctuaUy pay 
Parity ObUgations in strid conformity witfa the terms ofthe Installment Purchase Agreement and fliereof, and wiU 
faithfiiUy observe and perform aU the agreements, conditions, covenants and terms contained in flie Installment 
Purchase Agreement and wiU not teiminate flie Installment Purchase Agreement for any cause including, any acts or 
circumstances that may constitute &ilure of consideration, destmction of or damage to the Project commercial 
frustration of purpose, any change in the tax or oflier laws ofthe United States of America or of tfae State or any 
pohtical subdivision of either or any faUure of the Aufliority to observe or perfonn any agreement, condition, 
covenant or term contained in the Installment Purchase Agreement or any duty, liabihty or obhgation arising out of 
or connected flierewifli or the insolvency, or bankruptcy, or Uquidation of the Aufliority, or any force majeure, 
including but not limited to, acts of God or acts or regulations of govemmental authorities. 

The Qty wiU MthfiiUy observe and perform aU the agreements, conditions, covenants and terms contained 
in flie Installment Purchase Agreement, including Supplements, and any Issuing Instrument or (Qualified S w ^ 
Agreement relating to Parity Obhgations required to be observed and perfonned by it and each of the agreements, 
conditions, covenants and terms contained in each such contrad and agreement is an essential and material tenn of 
the purchase of and payment for each (Conqxinent by the City pursuant to, in accordance with, and as aufliorized 
under the Law. 

Against Encumbrance Sale or Competitive Facilities. The City wiU not make any pledge of or place any 
hen on tfae Net System Revenues except as otherwise provided m flie Installment Purchase Agreement The City 
wiU not sell, lease or otherwise dispose of flie Wastewater System or any part fliereof essential to flie proper 
operation of the Wastewater Sj^em or to the maintenance of the System Revenues, except as provided m the 
Installment Purchase Agreement The City wiU not enter mto any agreement or lease which impairs tfae operation of 
flie Wastewater System or any part thereof necessaty to secure adequate Net System Revenues for the payment of 
the Parity Obhgations or which would oflierwise ioqiau: flie rights of fhe Authority with respect to flie System 
Revenues or the operation ofthe Wastewater S3rstein. 

Except as permitted under the Installment Purchase Agreement, the City wiU not, to the extent pennitted by 
existing law, constmct, acquire, maintain or operate and wiU not, to the extent peimitted by existing law and wifliin 
flie scope of its powers, pennit any oflier pubhc or private agency, corporation, distrid or pohtical subdivision or 
any person whomsoever to acquire, constmct, maintain or operate wifliin flie City any wastewater tystem 
conqietitive with flie City's Wastewater System. 

Transfer of Metropolitan System Components. Notwiflistanding anyfliing to fhe contraty in the 
histallment Purchase Agreement the (City may transfer ownershqi of substantiaUy aU of the MetropoUtan System, 
including amounts in flie Sewer Revenue Fund attributable to flie Metropohtan System, and any amounts in tfae Rate 
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StabUization Fund agreed upon by flie City and flie transferee as bemg attributable to tfae MetropoUtan System, to 
tfae District or any otfaer govemmental agency wfaose primaty purpose is to provide wastewater treattnent and 
disposal service, provided such entity agrees to assume aU ObUgations flie proceeds of which were used to acquire 
Conqionents whicfa are part of tfae Metropohtan System and aU other obhgations relating to the Metropohtan System 
which are payable fiom Mettopohtan System Revenues, Net Metropohtan System Revenues, System Revenues or 
Net System Revenues, including but not limited to salaries and benefits payable to enqiloyees who are to become 
enqiloyees of such entity, aU accounts payable, (Qualified Swap Agreements, Credit Provider Reimbursement 
Obhgations and aU other obhgations witfa respect thereto such as capital inqirovement expenditure obhgations and 
tort claims, and the obUgation to pay fines, penalties or damages arismg out of or relating to violation of federal, 
state or local laws or regulations which are apphcable or purported to be apphcable to the operation of flie 
Metropohtan System and provided that tfae foUowing conditions are met 

(a) fliere wiU not have occuired and be continuing an event of default under tfae terms of the 
Installment Purchase Agreement, or any oflier Issuing Instrument or (Qualified Swap Agreement or any 
Termination Event (as defined in a (Qualified Swap Agreement) under any (Qualified Swap Agreement; 

(b) fliere wiU have been dehvered to the Trustee an opinion of Bond Counsel to the effed 
that flie proposed transfer wiU not have an adverse effed on the exclusion from gross income for federal 
income tax puiposes of tfae interest conqionent of Tax-Exenqit Installment Payment Obhgations; 

(c) flie entity wUl have obtained aU necessaty Ucenses, permits and consents from aU 
governmental agendes or authorities having or asserting jurisdiction over the activities ofthe Mettopohtan 
System; 

(d) fliere wiU be deUvered to aU trustees for any Obhgations and to any (Qualified Swap 
Provider an opinion of counsel, who may be the City Attomey of flie City, to flie effect tfaat flie 
Supplements refened to in clauses (h)(1) and (fa)(2) below are vahd, binding and enforceable against the 
transferee in the case ofa Siqqilement refened to in clause (fa)(l) below and against tfae City in tfae case ofa 
Supplement refened to in a clause (fa)(2) below; 

(e) the Qty obtains or provides a certificate prepared by a (Consultant showing that (i) the 
estunated Net Metropohtan System Revenues for flie next 12 monflis foUowing the date of transfer wUl be 
at least equal to 1.20 times the Maximum Aimual Debt Service for aU Outstanding Parity ObUgations to be 
assumed by the transferee, assuming for fliis purpose that flie Outstanding Parity Obhgations to be assumed 
by the transferee wiU include such Obhgations; and (u) the estimated Net Municqial System Revenues for 
the next 12 monflis foUowing the date of transfer wiU be at least equal to 1.20 times flie Maximum Annual 
Debt Seivice for aU Outstandmg Parity Obhgations not to be assumed by flie transferee, assuming for fliis 
purpose fliat the Outstanding Parity Obhgations not to be assumed by the transferee wiU include aU such 
Obhgations; 

(f) tfaere wiU be dehvered to tfae Trustee a notice of each of flie Rating Agendes then 
providing ratings on aU Obhgations to be outstanding immediately after the transfer, reconfirming flie 
ratings on aU such Obhgations in effed immediately prior to such transfer, without giving effed to any 
bond msurance, letter of credit, guarantee or oflier credit support for such Obhgations, or alternatively, all 
such obhgations wiU be defeased or paid in fuU prior to such transfer; 

(g) there wiU be deUvered to each Owner notice of tfae intended transfer of Mettopohtan 
System (Conqionents not less than 30 nor more than 60 days prior to fhe expected transfer date; and 

(fa) incident to a transfer of flie Metropohtan S)rstem pennitted by the Installment Purchase 
Agreement: 

(1) the transferee wiU execute and dehver to flie Trustee a Siqiplement whicfa wiU 
contain the foUowing: 
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(A) flie assumption and mdemnification by the transfeiee of aU obhgations 
of flie City under the Installment Purchase Agreement, but only as they relate to the 
Mettopohtan System, including Obhgations the proceeds of which were used to acquire 
Conqionents for flie Mettopohtan System; 

(B) a pledge by the transferee of Net Mettopohtan System Revenues for flie 
payment of assumed Parity Obhgations which wiU be in substantiaUy the same form as 
the pledge of flie City under flie Installment Purchase Agreement of Net System 
Revenues to secure tfae payment of aU Parity Obhgations; 

(C) representations of the transferee substantiaUy in tfae form provided by 
the City under tfae Installment Purchase Agreement, but only as to flie Obhgations 
assumed by flie transferee and the covenants to be contamed in such Supplement; 

(D) covenants ofthe transferee relating to the acquisition, constmction and 
changes to flie Project, but only as to the Conqionents which are or are to be part of the 
Mettopohtan System; 

(£) covenants of fhe transferee relating to Purchase Payments and 
Installment Payments, but only as fliey relate to Parity Obhgations being assumed by the 
transferee and the Net Metropohtan System Revenues; 

(F) covenants of fhe' transferee relating to the aUocation of System 
Revenues, but limited only to Parity Obhgations assumed by flie transferee and moneys 
deposited fixim Metropohtan System Revenues and Nd Mettopohtan System Revenues; 

(G) covenants of flie tiapsferee relating to Additional ObUgations, but only 
wifliin resped to Parity Obhgations pajrable from Nd Metropohtan System Revenues 
(for fhis purpose the cdculations and coverages contenqilated fliereby wHl relate only to 
Mettopohtan System Revenues, Maintenance and Operations Costs of the Metropolitan 
System and Nd Mettopohtan System Revenues); 

(H) covenants of flie transferee substantiaUy in the fonn provided by the 
City under flie Installment Purchase Agreement, (exclusive of covenants relating to Ifae 
transfer of tfae Mettopohtan System and subcontracting), but only to the extent of flie 
Mettopohtan S3 t̂em and Installment Payment Obhgations payable firom Mettopohtan 
System Revenues and Nd Mettopohtan System Revenues and Installment Payment 
Obhgations assumed by or ofthe transferee. 

(I) events of default and remedies substantiaUy in flie fonn set forfli in the 
Installment Purchase Agreement but only relating to Parity Obhgations assumed by the 
transferee; and 

(J) covenants of tfae transferee relating to benefits of tfae Installment 
Purchase Agreement amendments of the Installment Purchase Agreement and the 
effective date, but only with resped tp Parity Obhgations assumed by the transferee; j 

(2) the City wiU execute and deUver a Supplement which wUl reaffirm aU of the '\ 
City's representations and warranties under the Inst^fanent Purchase Agreement and each I 
Supplement flie pledge provided for in, and each of flie covenants of flie City contamed in fhe j 
Installment Purcfaase Agreement or any Supplement, provided that such representations, | 
warranties, pledges and covenants wiU be limited solely and exclusively to the Municqial System, > 
Municipal System Revenues, Mamtenance and Operations Costs ofthe Mimicipal System and Net I 
Mimicipal System Revenues, as the case may be. | 
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Upon execution and deUvety ofsuch Supplements and upon satisfaction ofthe conditions specified above, 
the City wUl be reUeved and discharged from any and aU Installment Payment Obhgations payable from Net System 
Mettopohtan Revenues and which have been assumed by a transferee. 

Maintenance and Operation ofthe Wastewater System; Budgets. The City wiU maintain and preserve flie 
Wastewater System in good repair and working order at aU times and wiU operate fhe Wastewater System in an 
efiicient and economical manner and wiU pay aU Maintenance and Operation Costs of the Wastewater System as 
they become due and payable. The City will adopt and fUe with the Aufliority, on or before the effective date of fhe 
Installment Purchase Agreement, a budget approved by the City CouncU of the City settmg fortfa tfae estimated 
Maintenance and Operation (Costs ofthe Wastewater System for flie period fixim such date imtU the close ofthe tfaen 
cunent Fiscal Year. On or before August 1, of each Fiscal Year, the Qty wiU adopt, and on or before 120 days after 
the beginning of flie Fiscal Year, file wiflli flie Autfaority a budget approved by tfae Qty CouncU of tfae City settmg 
fortfa flie estimated Maintenance and Operation (Costs of flie Wastewater System for such Fiscal Year. Any budget 
may be amended at any time during any Fiscal Year and such amended budgd wiU be filed by the City with flie 
Aufliority. 

Amount of Rates and Charges; Rate Stabilization Fund. The City wiU fix, prescribe and coUed rates and 
charges for the Wastewater Service which wiU be at least sufficient (a) to pay aU Obhgations, (oflier than Parity 
Obhgations), and (b) to yield during each Fiscal Year Net System Revenues equal to one hundred twenty percent 
(120%) of flie Debt Service for such Fiscal Year. The City may make adjustments from time to time m such rates 
and charges and may make such classification fliereof as it deems necessaty, but wfll not reduce the rates and 
charges then in effed unless the Net System Revenues from such reduced rates and charges wiU at aU times be 
sufScient to meet the requirements of flie Installment Purchase Agreement 

Tfae City may establish, as a fund within the Sewer Revenue Fund, a fimd denominated the Rate 
Stabilization Fund. From time to time tfae City may deposit into tfae Rate Stabilization Fund, from cunent System 
Revenues, such amounts as ffae Qty wiU detennine and flie amount of available cunent System Revenues wiU be 
reduced by flie amount so transferred. Amounts may be transfened fixim flie Rate StabiUzation Fund solely and 
exclusively to pay Maintenance and Operation Costs of tfae Wastewater System, and any amoimts so transfened wiU 
be deemed System Revenues wfaen so transferred. AU interest or oflier earnings upon amoimts in fhe Rate 
Stabilization Fund may be wiflidrawn therefrom and accounted for as System Revenues. 

Insurance. The Qty wfll procure and maintain or cause to be procured and maintained msurance on flie 
Wastewater System with responsible insurers, or provide self insurance reserves, in such amounts and against such 
risks (including accident to or destmction of tfae Wastewater Sj^stem) as are usuaUy covered in connection wifli 
wastewater systems similar to the Wastewater System, hi tfae event of any damage to or destruction of tfae 
Wastewater System caused by the perils covered by such insurance or self insurance, the N d Proceeds fliereof wiU 
be apphed to flie reconstruction, repair or replacement of the damaged or destroyed portion of the Wastewater 
System. The City wiU pay out of such N d Proceeds aU costs and expenses m connection with such reconstraction, 
repair or replacement so that tfae same wiU be conqileted and the Wastewater System wiU be free and clear of aU 
claims and Uens unless the City detennines tfaat sucfa property or facihty is not necessaty to the efiident operation of 
tfae Wastewater System and tfaerefore detennines not to reconstruct, repair or replace such projed or facihty. If such 
Net Proceeds exceed fhe costs of such reconstraction, repair or replacement, then flie excess Net Proceeds wiU be 
deposited in tfae Sewer Revenue Fund and be available for oflier proper uses of funds deposited ui tfae Sewer 
Revenue Fund. 

The City wiU procure and maintain such other insurance which it wiU deem advisable or necessaty to 
protect its interests and the mterests of tfae Autfaority, wfaicfa insurance wiU afford protection in sucfa amounts and 
against sucfa risks as are usuaUy covered in connection wifli wastewater systems similar to flie Wastewater System; 
provided fliat any such insurance may be maintained under a self-insurance program so long as such self-insurance 
is maintained in flie amounts and manner usuaUy maintained in coimection with wastewater systems similar to ffae 
Wastewater System and is, in flie opinion of an accredited actuaty, actuariaUy sound. 

AU poUcies of insurance required to be maintained in tfae Installment Purchase Agreement will, to the 
extent reasonably obtainable, provide that the Authority and flie Trustee wiU be given 30 days' written notice of any 
intended cancellation fliereof or reduction of coverage provided thereby. 
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Accounting Records, Financial Statements and Other Reports. The City wiU keep appropriate accounting 
records in which conqilete and conect entries wiU be made of aU transactions relating to the Wastewater System, 
which records wiU be avaUable for inspection by the Authority and tfae Trastee at reasonable hours and under 
reasonable conditions. 

• The City wiU prepare and fUe with the Authority and tfae Trustee, annuaUy after the close of each Fiscal 
Year, the foUowing: 

(1) wifliin 270 days financial statements ofthe Sewer Revenue Fund for the preceding Fiscal 
Year prepared in accordance wifli generaUy accepted accounting principles, together with an Accountant's 
Report thereon; 

(2) within 45 days, a detaUed report as to aU insurance poUcies maintained and self-insurance 
programs maintained by the City with resped to the Wastewater System as ofthe close ofsuch Fiscal Year, 
includmg flie names of flie insurers which have issued flie pohcies and flie amoimts thereof and the property 
or risks covered thereby; and 

(3) the City wiU fiimish a copy of flie financial statements referred to above to any Owner of 
the Bonds requesting a copy fliereof. 

Pttyment of Taxes and Compliance with Govemmental Regulations. The Qty wiU pay and discharge aU 
taxes, assessments and oflier governmental cfaaiges wfaicfa may be lawfiiUy inqiosed iqxin the Wastewater System or 
any part thereof or upon flie System Revenues when the same wiU become due. The City wiU duly observe and 
conform with aU vahd regulations and requirements of any govemmental aufliority relative to the operation of the 
Wastewater System or any part tfaereof, but the City wiU not be required to comply with any regulations or 
requirements so long as tfae vahdity or ^iphcation tfaereof wiU be contested in good f a i ^ 

CoUection of Rates and Charges; No Free Service. The City wiU have m effed at aU times rules and 
regulations for the payment of bills for Wastewater Services, and fliat such regulations wiU provide that where the 
City fiimishes water to the proiperty receiving Wastewater Seivice, the Wastewater Service charges wiU be coUected 
togeflier with the water rates iqion the same biU providing for a due date and a delinquency date for eacfa biU. In 
each case where such biU remains uiqiaid in whole or in part after it becomes delinquent ^ e City may disconned 
such premises from flie water service, and such premises wiU not thereafter be reconnected to flie water service 
except in accordance with City operating rules and regulations governing such situations of delinquency. The City 
wUl not pennit any part of tfae Wastewater System or any facihty fliereof to be used or taken advantage of free of 
charge by any corporation, firm or peison, or by any pubhc agency (including the United States of America, the 
State and any city, county, d i ^ c t , poUtical subdivision, pubUc coiporation or agency of any fliereof). 

Eminent Domain Proceeds. If aU or any part of flie Wastewater System wiU be taken by eminent domain 
proceedings, then subject to the provisions of any Authorizing (Ordmance, the Net Proceeds thereof wiU be appUed 
to the replacement of the property or faciUties so taken, unless flie City determines that such property or facUity is 
not necessaty to flie effident opoation of the Wastewater System and tfaerefore determines not to replace such 
property or facihties. Any Net Proceeds of such award not apphed to replacement or remaining after such work has 
been completed wiU be deposited in the Sewer Revenue Fund and be avaUable for oflier proper uses of funds 
deposited in the Sewer Revenue Fund. 

Tax Covenants. There wiU be included in each Supplement relating to Tax-Exenqit Installment Payment 
Obhgations such covenants as are deemed necessaty or appropriate by Bond (Counsel for flie purpose of assuring 
that interest on sucfa Installment Payment Obhgations wiU be excluded from gross income under Section 103 of tfae 
(Code. 

Operate Wastewater System. The City wiU opierate the Wastewater System in an efficient and economical 
manner, provided fliat flie City may remove from flie service on a temponuy or permanent basis sucfa part or parts of 
the Wastewater System so long as (a) Net System Revenues are equal to 120% of tfae Debt Service for tfae flien 
cunent Fiscal Year and for each Fiscal Year thereafter to and including the Fiscal Year during which the last 
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Instalhnent Payment is due as evidenced by an engineer's report on fUe with the City, and (b) the City wiU have 
fUed with the Trastee an opinion of nationaUy recognized bond counsel to the effect fliat flie removal of such part or 
parts of the Wastewater System wiU not adversely affect the exclusion from gross income for federal income tax 
purposes ofthe interest on Tax-Exenqit Installment Payment Obhgations. 

Prepayment of Installment Payments 

Provisions may be made in any Supplement for the prepayment of Installment Payments, in whole or in 
part, in such multiples and in such order of maturity and from fimds of any source, and with such prepayment 
premiums and oflier terms as are specified in the Siqiplement Said Supplement wiU also provide for any notices to 
be given relating to such prepayment 

Events of Default and Remedies ofthe Authority 

The foUowmg wiU be "events of de&ulf under the Installment Purchase Agreement 

(a) faUure in the due and punctual payment of or on accoimt of any Parity ObUgation as the same wiU 
become (faie and payable; 

(b) faUure by flie City in the perfonnance of any of fhe agreements or covenants required to be 
performed by it in the Installment Purchase Agreement (oflier than as specified m (a) above), and such default wiU 
have continued for 60 days after the City has been given notice in writing of such de&ult by Ifae Authority; 

(c) if any Event of Default specified in any Supplement, Authorizing Ordinance or Issuing Instrument 
wiU have occuned and be continuing; or 

(d) if the City fUes a petition or answer seeking arrangement or reorganization under flie federal 
banknqitcy laws or any other appiiaible law of the United States of America or any state flierein, or if a court of 
conqietent jurisdiction wiU approve a petition filed witfa or witfaout the consent of flie City seeking arrangement or 
reorganization under flie federal bankruptcy laws or any other apphcable law ofthe United States of America or any 
state therein, or if under the provisions of any oflier law for the rehef or aid of debtors any court of conqietent 
jurisdiction wiU assume custody or control ofthe City or ofthe whole or any substantial part of its property; 

then and in each case dunng iiie continuance of sucfa event of default, the Aufliority wiU upon the written request of 
the Owners of 25% or more of tfae aggregate principal amount of aU Series of Parity Installment Obhgations 
Outstanding, voting coUectively as a single class, by written notice to tfae City, declare flie entire mqiaid principal 
amoimt fliereof and fllie accraed interest fliereon to be due and payable immediately, and iqion any such declaration 
the same wiU become immediately due and payable; provided, that with resped to a Series of Parity Installment 
Obhgations which is credit enhanced by (Credit Siqqiort, acceleration wiU not be effective unless the declaration is 
consented to by the related (Credit Provider and, provided fiirflier, that nofliing in the Installment Purchase 
Agreement wUl affect the rights of tfae parties to a (Qualified Swap Agreement to tenninate such (Qualified Swap 
Agreement If at any time after the entire principal amount of aU Series of Parity Installment Obhgations and the 
accraed interest fliereon have been so declared due and payable and before any judgment or decree for the payment 
ofthe mone3rs due wiU have been obtained or entered, the City wiU deposit witfa the Aufliority a sum sufficient to 
pay flie uiqiaid princqial amount of aU sucfa Series of Parity Installment Obhgations and flie uiqiaid payments of any 
other Parity Obhgations referred to in clause (a) above due prior to such declaration and flie accraed interest tfaereon, 
with interest on such overdue installments, and the reasonable expenses of the Authority, and any and aU other 
defaults known to the Authority, wiU have been made good or cured to the satisfaction ofthe Authority or provision 
deemed by the Aufliority to be adequate wiU have been made tfaerefor, tfaen Ifae Authority, by written notice to the 
City, may rescind and annul such declaration and its consequences. 

Discharge of ObUgations 

If (i) the City wiU pay or cause to be paid or fliere wiU otherwise be paid to the Owners aU Outstanding 
Installment Payment Obhgations of a Series flie interest thereon and the principal fliereof and the redenqition 
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premiums, if any, fliereon or if aU Outstanding Obhgations wiU be deemed to have been paid at the times and in flie 
manner stipulated in the apphcable Issuing Instrument, and (u) the transfer of ownership of substantiaUy aU of the 
Mettopohtan System, as contemplated by the Installment Purchase Agreement wiU have occurred, then aU 
agreements, covenants and other obhgations of the City under flie Installment Purchase Agreement wiU fliereupon 
cease, terminate and become void and be discharged and satisfied except for flie obhgation of flie City to pay or 
cause to be paid aU sums due thereunder. 

Amendments 

The Installment Purchase Agreement may be amended with resped to a Series of Installment Payment 
Obhgations in writing as may be mutuaUy agreed by the City and the Authority, with the written consent of any 
Credit Provider which is providing insurance untU the final maturity or payment in fiiU of one or more maturities of 
such Instalhnent Payment Obhgations. or any oflier Credit Provider for such Installment Payment Obhgations and 
the Owners of 60 % or more in aggregate principal amount of such Installment Payment Obhgations then 
(Outstanding, provided fliat no such amendment wiU (i) extend the payment date of any Installment Payment, or 
reduce the amount of any Installment Payment wifliout flie prior written consent of tfae Owner of each Obhgation so 
affected, (u) reduce the percentage of Installment Payment Obhgations fhe consent of tfae Owners of which is 
required for flie execution of any amendment of the InstaUment Purchase Agreement, or (in) amend the provisions 
of transfer ofthe Metropohtan System Conqionents wifliout an unqualified opinion bf nationaUy recognized Bond 
(Counsel to flie effed fliat such amendment does not adversely affect flie exclusion of the interest portion of the 
Instalhnent Payments received by the (Owners of Tax-Exenqit Installment Payment Obhgations from gross income 
under Section 103 of the (Code. Notwithstanding fhe foregoing, so long as the City has any obhgations under a 
(Qualified Swap Agreement, it wiU not amend or modify, or consent to flie amendment or modification of, the 
Installment Purchase Agreement tfaat would in any way adversely affect (A) fhe rights of a counteiparty to a 
(Qualified Swap Agreement under tfae Instalhnent Purchase Agreement, or (B) the obhgations of tfae City under tiie 
Installment Purchase Agreement to such a counteiparty wifliout the prior written consent of such (Qualified Swap 
Provider. 

With tfae written consent of any (Credit Provider, flie Installment Purchase Agreement and the rights and 
obhgations of flie City and the Aufliority fliereunder may also be amended, wifliout the written consent of any 
Owner of Installment Obhgations, but only to the extent peimitted by law and only iqion receipt of an unqualified 
opinion of nationaUy recognized Bond (Counsel selected by the City and approved by &e Authority to the effect that 
such amendment or siqqilement is peimitted by tfae provisions of the histallment Purchase Agreement and is not 
inconsistent therewith and does not adversely affed flie exclusion ofthe mterest portion ofthe InstaUment Payments 
received by flie Owneis firom gross income for federal tax puiposes, and only (i) to add to flie covenants and 
agreements of tfae Aufliority or flie City or to sunender any reserved right or power to or confened upon the 
Aufliority or flie City, and which wiU not adversely affect the mterests of the Owners of tfae Installment Payment 
Obhgations; (u) to cure, coned or supplement any ambiguous or defective provision, as the Authority or the City 
may deem necessaty or desirable and which wiU not adversely affect the interests of flie Owners ofthe Installment 
Payment Obhgations; and (iu) to make such oflier amendments or modifications wfaicfa wiU not materiaUy adversely 
affect the interests of tfae Owners of tfae Instalhnent Payment Obhgations. 

Provisions Relating to Ambac 

Notifications to Ambac. (a) In the event and to the extent that moneys on deposit in the Payment Fund are 
insufficient to pay the amount of principal and interest on Bonds, then iqion the later of (i) one (1) day after receipt 
by the General (Counsel of Ambac ofa demand for payment in the form attached to the Surety Bond as Attachment 1 
(flie "Demand for Payment"), duly executed by the Trustee certifying fliat payment due under the Installment 
Purchase Agreement has not been made to the Trustee; or (u) the payment date of the Bonds as specified in the 
Demand for Payment presented by the Trustee to flie General (Counsel of Ambac, Ambac wiU make a deposit of 
fimds in an account wifli the Trustee, or its successor, sufficient for fhe payment to the Trustee of amoimts wfaicfa are 
tfaen due to flie Trustee under tfae Indenture (as specified in the Demand for Payment) up to but not in excess of the 
lesser of flie Reserve Requirement or the Surety Bond (Coverage, as defined in the Surety Bond; provided, however, 
that in flie event fliat the amoimt on deposit in, or credited to, Ifae Reserve Fund, in addition to the amount available 
under the Surety Bond, including fimds in tfae Reserve Fund ('Tunds"), amounts available under a letter of credit 
insurance pohcy, surety bond or otfaer sucfa fimduig instrument (the "Additional Funding Instrument"), or both 
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Funds and Additional Funding Instraments, flie first source of funding shaU be any AvaUable Funds, foUowed by 
draws on tfae Surety Bond and the Additional Funding Instruments, which shaU be made on a pro rata basis to fund 
the balance. 

(b) The Trustee shaU, after submitting to Ambac the Demand for Payment as provided in (a) above, 
make available to Ambac aU records relating to the Funds and Accoimts maintained hereunder. The Trustee shaU 
upon receipt of moneys received from flie draw on flie Surety Bond, as specified in the Demand for Payment credit 
tfae Reserve Fund to tfae extent of moneys received pursuant to such Demand. 

(c) Notwiflistanding any oflier provision of the Indenture, flie Trustee shaU pronqitiy notify Ambac if 
at any time tfaere are insufiicient monies to make the ftiU amount of any interest or principal payment due and 
payable on tfae Bonds m less flian 5 days after sucfa notice to Ambac, and shaU pronqitiy notify Ambac of die 
occurrence of an Event of Default of wfaicfa the Trustee has knowledge. 

Consent of Ambac. (a) Any provision of the Indenture expressly recognizing or granting rights in or to 
Ambac may not be amended in any manner whicfa adversely affects flie rigfats of Ambac thereunder without the 
prior written consent of Ambac. 

(b) In addition, unless oflierwise provided in the Indenture, Ambac's consent which shaU not be 
unreasonably withheld, shaU be required in addition to Bondholder consent, when required, for the foUowing 
puiposes, but only if the consent of any issuer of a municqial bond insurance pohcy on any Bonds now or hereafter 
Outstanding is not required: (i) execution and dehvety of any supplemental Indenture or any amendment, 
supplement or change to or modification of the Installment Purchase Agreement; (u) removal of the Trustee or 
selection and qqxiintment of any successor trustee; and (iu) mitiation or approval of any action not described in (i) 
or (u) above which reqmres Bondholder consent" 

1999-1 Supplement 

Tax Exemption. The City wiU not direcfly or indirecfly use or pennit fhe use of any proceeds of flie 
Conqxmenf ObUgation Series 1999 or any oflier fimds ofthe City or ofthe Projed oir take or omit to take any action 
fliat would cause the Conqionent Obhgation Series 1999 to be "private adivity bonds" wifliin tfae meaning of 
Section 141 ofthe Code, or obhgations which are "federaUy guaranteed" wifliin flie meaning of Section 149(b) of 
flie (Code. 

The City covenants fliat it wiU not take any action, or faU to take any action, if such action or faUure to take 
action would adversely affed flie exclusion fixim gross income of tfae interest represented by flie (Conqionent 
Obhgation Series 1999 under Section 103 of flie Code. The City wiU not directiy or indurectiy use or permit flie use 
of any proceeds ofthe Conqionent ObUgation Series 1999 or any otfaer fimds ofthe City, or take or omit to take any 
action, tfaat would cause tfae (Conqionent Obhgation Series 1999 to be "aibitrage bonds" wifliin flie meaning of 
Section 148(a) ofthe (Code. To fliat end, flie City wiU conqily with aU requirements of Section 148 ofthe Code to 
the extent appUcable to flie (Conqionent Obhgation Series 1999. In the event fliat at any time flie City is of fhe 
opinion that for puiposes of this Section it is necessaty to restrid or liinit the yield on the investment of any moneys 
held by the Trustee under tfae Indenture or otherwise, the City wUl so instrad tfae Trastee in writing, and wiU cause 
tfae Trustee to take sucfa action as may be necessaty in accordance with such instractions. 

Wifliout hmiting tfae generahty ofthe foregoing, flie City agrees that fliere wiU be paid from time to time aU 
amounts required to be rebated to the United States of America pursuant to Section 148(f) of fhe Code and any 
temporary, proposed or final Treasmy Regulations as may be apphcable to tiie (Conqionent Obhgation Series 1999 
from time to time. This covenant wiU survive payment in fiiU or defeasance of the Coinponent Obhgation Series 
1999. The City specificaUy covenants to pay or cause to be paid to the United States of America at the times and in 
the amounts deteimined under flie 1999-1 Supplement fhe Rebate Requirement, as described in flie Tax Certificate, 
and to otfaerwise conqily with the provisions of flie Tax Certificate executed by the City ui connection with flie 
execution and dehvety ofthe Conqxinent Obhgation Series 1999. 
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Notwiflistandmg any provision ofthe tax covenants ofthe 1999-1 Supplement, if flie City provides to the 
Trastee an opinion of nationaUy recognized Bond Counsel to the effect that any action required under the tax 
covenants contained in the 1999-1 Supplement is no longer required, or to the effect that some fiirflier action is 
required, to maintain the exclusion from gross income of the interest on the Conqionent Obhgation Series 1999 
pursuant to Section 103 of the Code, the City may rely conclusively on such opinion in complying with the 
provisions thereof, and tfae covenants under flie 1999-1 Supplement wiU be deemed to be modified to that extent 

Continuing Disclosure. The City covenants and agrees that it wiU comply with and cany out aU of the 
provisions of tfae Continuing Disclosure Agreement Notwiflistanding any oflier provision of the 1999-1 
Supplement, faUure of tfae City to conqily with the (Continuing Disclosure Agreement wiU not be considered a 
default of any kind under tiie 1999-1 Siqiplement or the InstaUment Purchase Agreement; however, the Trustee may 
(and, at fhe request of any Participating Underwriter, tfae Bond Insurer or tfae Owners of at least twenty-five percent 
(25%) in aggregate principal amount of Conqxinent Obhgation Series 1999, wiU) or the Bond Insurer or any (Owner 
or Beneficial Owner may take such actions as may be necessaty and ^qiropriate, mcludmg seeking specific 
performance by court order, to cause the City to comply with its obhgations under tfae 1999-1 Supplement 

D-21 



APPENDIX E 
FORM OF CO-BOND COUNSEL OPINION 



APPENDIX E 

FORM OF CO-BOND COUNSEL OPINION 

Upon delivety of flie Series 1999 Bonds, Orrick, Herrington & Sutcliffe LLP, Los Angeles, 
(California, and Webster & Anderson, Oakland, (California, (Co-Bond (Counsel, propose to render their 
final ̂ qnoving opinion with resped to flie Series 1999 Bonds in substantiaUy the foUowing form: 

Orrick. Herrington & Sutoliffe LLP Webster & Andeison 
777 South Figueroa Street. Suite 3200 The Gladstone Bufldmg 
Los Angeles, Cahfomia 90017 469 Nmfli Sttreet, Suite 240 

Oakland, Cahfomia 94607 

March 17,1999 

Pubhc Facilities Financing Aufliority Qty of San Diego 
of flie City of San Diego 202 C Stted 

202CStred San Diego, California 92101 
San Diego, (Cahfomia 92101 

Pubhc Facilities Financing Auflicsrity of flie City of San Diego 
Sewer Revenue Bonds, Series 1999A and Series 1999B 

(Pavable Solely fixim Installment Payments Secured bv Wastewater Svstem N d Revenues') 
(Final Opinion) 

Ladies and Genflemen: 

We have acted as co-bond counsel m connedion witfa flie issuance by the Pubhc Facilities Financing Autfaority 
ofthe City of San Diego (the "Authority") of $315,410,000 aggregate princqial amount of its Sewer Revenue Bonds, 
Series 1999A and Series 1999B (Pay^le Solely fixim InstaUment Payments Secured by Wastewater System N d 
Revenues) (coUedh^ely, fhe "Series 1999 Bonds"), issued pursuant to an Indentore, dated as of September 1, 1993, 
between flie Aufliority and State Sired Bank and Trust (Conqiany of (California, NA., as trustee (flie "Trustee"), as 
amended and supplemented from time to time, including as amended and siqiplemented by flie Fifth Siqqilemental 
hidenture, dated as of March 1, 1999, between flie Aufliority and flie Trastee (as so amended and siqiplemented, the 
"Indenture"). The Series 1999 Bonds are payable from installment payments payable Ity flie (City of San Diego (flie 
"City") to the Auihority pursuant to a Master Installment Purchase Agreement, dated as of Septeniber 1, 1993, between 
the Auihority and the City, as amended and supplemented fixim time to time, inchiding as amended and supplonented by 
the 1999-1 Siqqilement to the Master Installment Purchase Agreement, dated as of March 1,1999, between tfae City and 
the Aufliority (as so amended and supplemented, flie "histallment Purchase Agreemenf *), under which the Authority 
seUs to the City portions of a wastewater system. (Capitalized terms not oflierwise defined herein shaU faave the meanings 
set forfli in tfae Indenture and tfae Installment Purchase Agreement 
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In such connection, we have reviewed the Indenture, flie Installment Purchase Agreement flie Tax Certificate 
and Agreement of the City and the Authority, dated the date hereof (flie 'Tax Certificate"), certificates of flie City, the 
Aufliority, flie Trustee and ofliers, opinions ofthe City Attomey, General Counsel to the Aufliority and others, and such 
other documents, opmions and matteis to the extent we deemed necessaty to render flie opinions sd forfli faerein. 

(Certain agreements, requirements and procedures contained or refened to in flie Indenture, the Installment 
Purchase Agreement flie Tax (Ceitificate and oflier relevant documents may be changed and certain adions (inchidii^ 
witfaout limitation, defeasance ofthe Series 1999 Bonds) may be taken or omitted under the circumstances and subject to 
the terms and conditions sd fortfa in such documents. No opinion is eiqiressed faerein as to any Series 1999 Bond or flie 
interest fliereon if any sucfa change occurs or action is taken or omitted iqion flie advice or approval of counsel oflior flian 
ourselves. 

The opinions expressed herem are based on an analysis of existing laws, regulations, lulings and court decisions 
and cover certain matters not diredly addressed by such authorities. Sudi opinions may be affeded by actions taken or 
omitted or events occuning after flie date hereof. We have not undertaken to detennine or to inform any person, wfaeflier 
any sucfa actions are taken oi omitted or events do occur. Our engagement with respect to the Series 1999 Bonds has 
concluded with flieir issuance, and we disclaim any obhgation to update this opinion. We have assumed tfae genuineness 
of aU documents and signatures presoited to us (wheflier as originals or as copies) and flie due and legal execution and 
delivety fliereof by, and vahdity against, any parties other than flie Auihority and the Gty. We have not undertaken to 
verify independenfly, and have assumed, fhe accuracy of flie &ctual matters represented, wananted or certified in flie 
docinnents, and of flie legal conclusians contained ni the opinions, refened to in flie second paragr^h faereof 
Furthermore, we faave assumed conqiliance with aU covenants and agreements contained in Ihe hidenture, the 
Installment Purchase Agreement and flie Tax Certificate, including witfaout limitation covenants and agreements 
conqiliance with v/basii is necessaty to assure fliat future actions, omissions or events wiU not cause interest cm the 
Series 1999 Bonds to be included in gross income for federal income tax puiposes. We caU attention to Ifae &d fliat tfae 
rigfats and obhgations under the Series 1999 Bonds, the Indenture, flie Installment Purchase Agreement and Ifae Tax 
(Certificate and their enforceabihty may be siibjed to bankiuptcy, insolvency, reorganization, arrangement, fiaudulent 
conveyance, moratorium and oflier laws relatmg to or affecting creditors' rights, to the sqiphcation of equitable 
princqiles, to flie exercise of judicial discretion in appropriate cases and to flie hmitations on legal remedies against 
pubhc entities in flie State of (CaUfomia. We eiqiress no opinion wifli resped to any indemnification, contribution, 
penalty, choice of law, choice of foium or waiver provisions contained in fhe foregoing documents. FinaUy, we 
undertake no responsibility for tfae accuracy, conqileteness or &imess ofthe OfBcial Statement or oflier offering material 
relating to flie Saies 1999 Bonds and eiqirBss no cqiinion wifli resped thereto. 

Based on and subjed to the foregoing, and m reliance thereon, as of tfae date hereof we are of the foUowing 
opinions: 

1. The Series 1999 Bonds constitote the vahd and bmding hmited obhgations ofthe Aufliority. 

2. The Series 1999 Bonds are limited obhgations of flie Authority and are payable solely fixim Revenues 
(as such tenn is defined in Ifae Indenture), which Revenues include Installment Payments pursuant to flie Instalhnenf 
Purchase Agreament, and amounts on deposit in flie funds and accounts established under tfae hidenture (oflier flian 
amounts on deposh in flie Rebate Fund). 

3. The hidenture and tfae Installment Purcfaase Agreement faave been duly executed and dehvered by, and 
constitute flie vahd and binding obhgations o^ the Aufliority, enforceable against flie Aufliority in accordance wi^ flieir 
respedive terms. The Indenture creates a valid pledge, to secure the payment of flie princqial of and mterest on flie 
Series 1999 Bonds, of flie Revenues and any oflier amounts (including proceeds of tfae sale of flie Series 1999 Bonds) 
held by the Trustee m any fimd or account established pursuant to fhe hiidenture, except flie Rebate Fund, subjed to flie 
provisions of flie hidenture peimitting the qiphcation thereof for flie puiposes and on flie teims and conditions set fortfa 
tfaeiein. 

4. The InstaUment Purchase Agreement has been duly executed and delivered by, and constitutes flie 
valid and binding obhgation oî  flie City, enforceable against fhe City in accordance with its terms. The Instalhnent 
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Purchase Agreement creates a vahd pledge of Net System Revenues to secure the payment of Installment Payments to 
the Aufliority, on tfae terms and conditions set forth therein. 

5. Interest on flie Series 1999 Bonds is excluded from gross income for federal income tax purposes 
under Section 103 of flie Internal Revenue (Code of 1986, as amended (tfae "(Code") and is exenqit fixim State of 
California personal income taxes. The amount if any, by which flie issue price of any maturity ofthe Series 1999 Bonds 
is less than the amoimt to be paid at maturity witfa respect to such Series 1999 Bonds (excluding the amoimts stated to be 
interest) constitutes original issue discount, the accrual of which, to tfae extent prcqierly aUocable to each owner thereof̂  
is tteated as interest on the Series 1999 Bonds which is excluded from gross income for federal income tax puiposes 
under Section 103 of the (Code and exenqit from State of (California personal mcome taxes. The issue price of 
Series 1999 Bonds with tfae same terms and maturity is the first price at \^cfa a substantial amount of such mahirity of 
tfae Series 1999 Bonds is sold to flie pubhc (excluding bond houses, brokers, or similar persons or organizations acting in 
flie cqiadty of underwriters, placonent agents or i\holesalers). Interest (inchiding original issue discount) on flie 
Series 1999 Bonds is not a specific preference item for puiposes of tfae federal individual or coiporate altemative 
mmimum taxes, alfliough we observe fliat mterest (including original issue discount) on flie Series 1999 Bonds is 
included in adjusted current eamings in calculating coiporate alternative minimum taxable income. We aqiress no 
opinion regarding oflier tax consequences relathig to the ownershqi or disposition o( or the accrual or receqit of interest 
on, flie Series 1999 Bonds. 

Faithfidly yours, FaiflifiiUy yours, 

ORRICB:, HERRINGTON & SUTCLIFFE LLP WEBSTER & ANDERSON 

per 
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APPENDIX F 
SPECIMEN MUNICIPAL BOND INSURANCE POLICY 

Financial Guaranty Insurance 
Company, doing business in Caiifomia 
as FGIC Insurance Company 
115 Broadway 
NewYoricNY 10006 
(212)312-3000 
(800) 352-0001 

A GE Capital Company 

FGIC 

Municipal Bond 
New Issue Insurance Policy 

for payment of interest. "Nonpayment" in resped ofa Bond means the failure of the Issuer to have provided 
sufficient fimds to the pa\ing agent for payment in full of all principal and interest Due for Payment on such 
Bond. "Notice" means telephonic or telegraphic notice, subsequeni 
registered or certified maU, from a Bondholder or a paying' 
"Business Day" means any day other than a Saturday, Su: 
Ity law to remain closed. 

> ibHQjned in writing, or written notice by 
t f i \ r the Bonds to Finandal Guaranty. 

^on which the Fiscal Agent is authorized 

In Witness Whereof, Finandal Guaranty h2^3ii]^plus Policy to be affi.\ed with its corporate seal and to be 
signed by its duly authorized officer in Mcs|j\i^ to become effective and binding upon Finandal Guaranty by 
virtue ofthe countersignattue of its duly antflorized representative. 

President 

Effective Date: Authorized Representative 

State Street Bank and Trust Company, N.A., acknowledges that it has agreed to perform the duties of Fiscal 
Agent under this Policy. 

Authorized OfTicer 

F G I C is a registered service mark used bv Financial Guaranty Insurance Company under license fi-om its parent company. FGIC Corporation. 

Form 9000 (10/93) p_ j Page 2 of 2 



Financial Guaranty Insurance 
Company, doing business in Caiifomia 
as FGIC Insurance Company 
115 Broadway 
New York, NY 10006 
(212)312-3000 
(800)352-0001 

A GE Capital Company 

Municipal Bond 
New Issue Insurance Policy 

Issuen Policy Number 

Bonds: 

Financial Guaranty Insurance Company TFinstflcjAGu^lanty"), a New York stock inisurance company, in 
consideration of the payment of the premii^^n^iibject to the terms of this Policy, hereby unconditionally 
and irrevocably agrees to pay to State S lGs tJ^ i^ and Tns i Company, N.A., or its successor, as its agent (the 
"Fiscal Agent"), for the benefit of Bondbtlders, that portion of tiie prindpal and interest on the above-
described debt obligations (the "Bonds") which shall become Due for Payment but shall be unpaid by reason of 
Nonpayment by the Issuer. 

Finandal Guaranty will make such payments to the Fiscal Agent on the date such principal or interest 
becomes Due for Payment or on the Business Day ne.\t following the day on which Financial Guaranty shall 
have received Notice of Nonpayment, whichever is later. The Fiscal Agent will disburse to the Bondholder the 
fiice amount of principal and interest which is then Due for Payment but is unpaid by reason of Nonpayment 
by the Issuer but only upon receipt by the Fiscal Agent in form reasonably satisfactoty to i t of (i) evidence of 
the Bondholder's right to receive payment of the principal or interest Due for Payment and (ii) evidence, 
including any appropriate instraments of assignment tliat all of the Bondholder's rights to payment of such 
prindpal or interest Due for Payment siiaU thereupon vest in Financial Guaranty. Upon such di^ursement 
Financial Guaranty shall become the owner ofthe Bond, appurtenant coupon or right to payment of principal 
or interest on such Bond and shall be fiflly subrogated to all of tiie Bondholder's rights fliereunder, including 
the Bondholder's right to payment thereof 

This Poliqr is non-cancellable for any reason. The premium on this Policy is not refundable for any reason, 
includmg the p^ment of the Bonds prior to their maturity. This Policy does not insure against loss of any 
prepayment premium which may at any time be payable with respect to any Bond. 

As used herem, the term "Bondholder" means, as to a particular Bond, the person other than the Issuer who, at 
the time of Nonpayment is entitied under the terms of such Bond to payment thereof "Due for Payment" 
means, when referring to the principal of a Bond, the stated maturity date thereof or the date on which the 
same shall have been duly called for mandatoty sinking fund redemption and does not refer to any earlier date 
on which payment is due by reason of call for redemption (other tiian by mandatoty sinking fimd redemption), 
acceleration or other advancement of maturity and means, when referring to interest on a Bond, the stated date 

FGICis^j£giaeredserviceinaiJoJse^_bv^^ 
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Financial Guaranty Insurance 
Company, doing business in Caiifomia 
as FGIC Insurance Company 
115 Broadway 
New York, NY 10006 
(212)312-3000 
(800) 352-0001 

A GE Capital Company 

FGIC 

Endorsement 
To Financial Guaranty Insurance Company 
Insurance Policy 

Policy Number 0010001 

It is fiirther understood that tiie term "Nonpayment" i n j ^ S t ^ l f »Bond includes any payment of prindpal or 
interest made to a Bondholder by or on behalf on}ienssuei\isuch Bond which lias been recovered fixim such 
Bondholder pursuant to the United States B ^ W ) p t V - 0 ^ e ''y 3 trustee in bankmptcy in accordance with a 
final, nonappealable order of a court bayfm^om^^fAi jurisdiction. 

NOTHING HEREIN SHALL BE CONSTRUED TO WAIVE, ALTER, REDUCE OR AMEND COVERAGE 
IN ANY OTHER SECTION OF THE POLICY. IF FOUND CONTRARY TO THE POLICY LANGUAGE, 
THE TERMS OF THIS ENDORSEMENT SUPERSEDE THE POLICY LANGUAGE. 

In Witness Whereof, Financial Guaranty has caused tiiis Endorsement to be affi.\ed with its corporate seal and 
to be signed by its duly authorized officer in facsimile to become effective and binding upon Financial 
Guaranty by virtue ofthe countersignature of its duly authorized representative. 

President 

Effective Date: Authorized Representative 

Acknowledged as of the Effective Date written above: 

Authorized Officer 
State Street Bank and Trust Company, N.A., as Fiscal Agent 
F G I C is a registered service marie used liv Financial Guaranty Insurance Company under license from its parent company. FGIC COTporation. 
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Financial Guaranty Insurance 
Company, doing business in Caiifomia 
as FGIC Insurance Company 
115 Broadway 
NewYoricNY 10006 
(212)312-3000 
(800) 352-0001 

A GE Capital Company 

FGIC 

Mandatory California State 
Amendatory Endorsement 
To Financial Guaranty Insurance Company 
Insurance Policy 

Policy Number ber 0010001 

iiforaia Insurance Guaranty Association The insurance provided by this Policy is not coveji 
(Caiifomia Insurance Code, Article 14.2). ^ ^ 

NOTHING HEREIN SHALL BE CONOTWUSD TO WAIVE, ALTER, REDUCE OR AMEND COVERAGE 
IN ANY OTHER SECTION OF THE PCJCfCY. IF FOUND CONTRARY TO THE POLICY LANGUAGE, 
THE TERMS OF THIS ENDORSEMENT SUPERSEDE THE POLICY LANGUAGE. 

In Wimess Whereof, Finandal Guaranty has caused this Endorsement to be affi.\ed ivith its corporate seal and 
to be signed by its duly aufliorized officer in facsimile to become effective and binding upon Financial 
Guaranty Ity virtue of the countersignature of its duly authorized representative. 

President 

Effedive Date: Authorized Representative 

Acknowledged as ofthe Effective Date written above: 

Authorized Oflicer 
State Street Bank and Trust Company, N.A., as Fiscal Agent 

FGrcB^j«|^^e^^icejiiu1cjise^v_nnancuJ_Gi^^ 
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Financial Guaranty Insurance 
Company, doing business in Caiifomia 
as FGIC Insurance Company 
115 Broadway 
New York, NY. 10006 
(212)312-3000 
(800) 352-0001 

A GE Capital Company 

FGIC 

Mandatory California State 
Amendatory Endorsement 
To Financial Guaranty Insurance Company 
Insurance Policy 

Policy Number 0010001 

Notwithstanding the terms and conditions in j 
acceleration of payment due under such P; 
Guaranty. 

rPoIic\^t is fiutlier understood that there shaU be no 
uch acceleration is at the sole option of Financial 

NOTHING HEREIN SHALL BE CONSTTOED TO WAIVE, ALTER. REDUCE OR AMEND COVERAGE 
IN ANY OTHER SECTION OF THE POLICY. IF FOUND CONTRARY TO THE POLICY LANGUAGE, 
THE TERMS OF THIS ENDORSEMENT SUPERSEDE THE POLICY LANGUAGE. 

In Wimess Whereof, Finandal Guaranty has caused this Endorsement to be afilxed with its corporate seal and 
to be signed by its duly authorized ofBcer in facsimile to become effective and binding upon Financial 
Guaranty by virtue ofthe countersignature of its duly authorized representative. 

President 

Effective Date: Authorized Representative 

Acknowledged as of the Effective Date written above: 

Authorized Officer 
State Street Bank and Trust Company, NA. , as Fiscal Agent 

F G I C is a registered service marie used bv Financial Guaranty Insurance Company under license from its parent company. FGIC Corooration. 
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Financial Guaranty Insurance 
Company, doing business in Caiifomia 
as FGIC Insurance 
115 Broadway 
New York, NY 10006 
(212)312-3000 
(800)352-0001 

A GE Capital Company 

FGIC L 

Endorsement 
To Financial Guaranty Insurance Company 
Insurance Policy 

Policy Number 

It is fiirther understood tliat the term "Nonpayment"jj;iVc^^t>f^a Bond maturing on , the amount 
.insured under this Policy is that portion ofthe arcFepdvall^as set forth in the bond documents under which 
the Bonds are issued) of said Bonds which sHj^^JKaoBl/Due for Pa>'ment but shall be unpaid by reason of 
Nonpayment by the Issuer. ^ ^ ^ \ ^ 

NOTHING HEREIN SHALL BE CONSTTOED TO WAIVE. ALTER, REDUCE OR AMEND COVERAGE 
IN ANY OTHER SECTION OF THE POLICY, ff FOUND CONTRARY TO THE POLICY LANGUAGE, 
THE TERMS OF THIS ENDORSEMENT SUPERSEDE THE POLICY LANGUAGE. 

In Witness Whereof, Financial Guaranty lias caused this Endorsement to be affi.\ed with its corporate seal and 
to be signed by its duly authorized ofiicer in facsimile to become effective and binding upon Finandal 
Guaranty by virtue ofthe countersignature of its duly autiiorized representative. 

President 

EfTective Date: Authorized Representative 

Acknowledged as ofthe Effective Date written above: 

Authorized OfTicer 
State Street Bank and Trust Company, N.A, as Fiscal Agent 
F G I C is a registered service mark used l»v Financial Guaranty Insurance Company under license from its parent company. FGIC Corporation. 
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APPENDIX G 

FORM OF CONTINUING DISCLOSURE AGREEMENT 

Relating to 

$315,410,000 
PUBLIC FACILrriES FINANCING AUTHORITY OF THE CITY OF SAN DIEGO SEWER REVENUE 

BONDS, SERIES 1999A AND SERIES 1999B 
(Payable Solely From InstaUment Payments 

Secured by Wastewater System Net Revenues) 

This (Conthming Disclosure Agreement (this "Disclosure Agreemenf') is executed and delivered by flie City of 
San Diego (the "City") and State Street Bank and Trust (Conqiany of (Cahfomia, NA., in its oqiadty as dissemination 
agent (the "Dissemination Agenf) in coimection with the issuance of $315,410,000 Public Facihties Financing 
Authority of the City of San Diego Sewer Revenue Bonds, Series 1999A and Series 1999B (Payable Solely from 
Installment Payments Secured by Wastewater System Net Revenues) (togeflier, flie "Bonds"). The Bonds are being 
issued pursuant to an Indenture, dated as of Septeniber 1,1993. between the Pubhc Facihties Financing Autfaority of tfae 
Qty of San Diego (flie "Aufliority") and State Stred Bank and Trust (Conqiany of (Cahfomia, NA., in its edacity as 
trustee (the 'Trustee"), as amended by a First Siqqilemental Indenture, dated as of May 1,1994, a Second Siqqilemental 
Indenture, dated as of December 1, 1995, a Thhxl Siqqilemental hidenture, dated as of Februaty 1, 1997. a Fourth 
Siqqilemental Indenture, dated as of September 1.1998 and a FiCfli Siqqilemental Indenture, dated as of March 1.1999 
(tfae 'Tiffli Siqqilemental Indenture"), each between flie Authority and the Trustee (coUectively, the "Indenture"). Debt 
service on the Bonds wUl be paid fixim installment payments made by tfae Qty pursuant to a Master Installment 
Purchase Agreement, dated as of September 1, 1993, between the Auihority and flie City, as amended by flie 1993-1 
Siqqilement, dated as of September 1, 1993, flie 1995-1 Siqqilement dated as of Deceniber 1, 1995, flie 1997-1 
Siqqilement dated as of Februaty 1, 1997, flie 1998-1 Siqqilement, dated as of Sqitember 1, 1998 and flie 1999-1 
Siqqilement, dated as of March 1, 1999 (flie "1999-1 Siqqilement"), each between flie City and flie Aufliority 
(coUectively, tfae "InstaUment Purchase Agreemenf). Pmsuant to Section 5.02 of tfae Fiftfa Supplemental hidenture and 
Sedion 5.02 ofthe 1999-1 Siqqilement, flie City and tfae Dissemination Agent covenant and agree as foUows: 

SECCnON 1. Purpose of tfae Disclosure Agreement This Disclosure Agreement is bemg executed and 
deUvered by flie City and the Dissemination Agent for the benefit of the Owners and Beneficial Owneis of the Bonds 
and m order to assist the Participating Underwriters in conqilying wifli the Rule (defined below). The City and tfae 
Dissemination Agent acknowledge fliat flie Aufliority faas undertaken no responsibility with resped to any reports, 
notices or disclosures provided or required under tfais Disclosure Agreement, and faas no liabihty to any person, 
mcluding any (Owner or Beneficial (Owner ofthe Bonds, with resped to the Rule. 

SECCTTON 2. Definitions. In addition to flie definitions sd forfli m the Indenture, which qqity to any 
c^italized teim used in this Disclosure Agreement unless oflieiwise defined ia tfais Section, flie foUowing capitalized 
tenns shaU faave tfae foUowing meanings: 

"Annual Report" shaU mean any Annual Report inovided by the City pursuant to, and as described in. 
Sections 3 and 4 of fliis Disclosure Agreement 

"Beneficial Owner" sbaU mean any poson wfaicfa faas or shares flie power, direcfly or indirectiy, to make 
investment decisions concerning of ownershqi of any Bonds (including peisons holding Bonds through nominees, 
depositories or otfaer intermediaries). 

"Bond hisurance Pohcy" shaU mean flie municqial bond new issue insurance pohcy issued by tfae Bond 
Insurer that guarantees payment of principal of and interest on the Bonds. 

"Bond hisuier" shaU mean Financial Guaranty Insurance (Conqiany or any successor thereto. 
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'TOisclosure Representative" shaU mean flie Deputy City Manager of flie City or his or her designee, or such 
other person as the City shaU designate in writing to flie Trustee from time to time. 

'TOissemination Agenf shaU mean State Stteet Bank and Trust Conqiany of (Caiifomia, NA., or any successor 
Dissemination Agent designated in writing by tfae City which has filed wifli the Trustee a written acceptance of such 
designation. 

"Listed Events" shaU mean any of flie events listed in Section 5(a) of this Disclosure Agreement 

"National Repositoty" shaU mean any NationaUy Recognized Municqial Securities Information Repositoty for 
puiposes of flie Rule. 

'Tartidpating Underwritei" shaU mean any ofthe original underwriters ofthe Bonds required to conqily with 
flie Rule in connection witfa offering of tfae Bonds. 

"Rqxisitory" shaU mean each National Repositoty and the State Repositoty. 

"Rule" shaU mean Rule 15c2-12(bX5) adopted by the Securities and Exchange (Commission under the 
Securities Exchange Ad of 1934, as the same may be amended fixim time to time. 

"State" shaU mean ffae State of (Cahfomia. 

"State Repositoty' shaU mean any pubhc or private repositoty or entity designated by the State as the state 
repositoty for the puipose ofthe Rule and recognized as such by tfae Securities and Exchange (Commission. As ofthe 
date of this Disclosure Agreement, fliere is no State Repositoty. 

SECTION 3. Provision of Anmial Bfiprvrts 

(a) The Qty shall, or shaU cause Ifae Disseminaticm Agent to, not later than 270 days after flie end of tfae 
City's fiscal year (which fiscal year presenfly ends June 30), commencing with the report for the 1998-99 fiscal year, 
provide to each Repositoty, the Bond Insurer and flie Dissonmation Agent an Annual Report wfaidi is consistent wifli 
tfae requirements of Section 4 of tfais Disclosure Agreement If by such date the Trastee has not recdved a copy of flie 
Annual Report, the Dissemination Agent shaU contad the City and the Tmstee to inquire if flie Gty is in conqiliance 
with the fiist sentence of fliis subsection (a). Neiflier tfae Dissemination Agent nor tfae Trustee shaU have no duty or 
obUgation to review such Annual Report In eacfa case, tfae Annual Report may be submitted as a single dcxniment or as 
separate documents conqirismg a package, and may cross-reference otfaer infoimation as provided in Section 4 of fliis 
Disclosure Agreement; provided that the audited financial statements of flie City of San Diego Sewer Utihty may be 
submitted separately from flie balance of tfae Annual Report and later flian flie date required above for the filhig of flie 
Annual Rqxnt if they are not available by fliat date. Ifthe (City's fiscal year changes, it shaU give notice of sucfa change 
in tfae same manner as for a Listed Event under Section 5(f). 

(b) Not later flian fifteen (15) Busmess Days prior to flie date specified in subsection (a) for providing flie 
Aimual Report to tfae Repositories, tfae (City sliaU provide tfae Annual Report to flie Dissemination Agent (if oflier flian 
the Qty or an enqiloyee of flie Qty). 

(c) If tfae Dissemination Agent is unable to verify fliat an Annual Report faas been provided to ifae 
Repositories by tfae date required in subsection (a), tfae Dissemination Agent shaU send a notice to each Repositoty and 
the Municipal Securities Rulemaking Board in substantiaUy flie form attached asExfaibit A. 

(d) The Dissemination Agent shall: 

(i) deteimine each year prior to tfae date for providing the Aimual Rqiort flie name and address 
of each National Repositoty and fhe State Repositoty, if anj^ and 
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(u) file a report with the City (if the Dissemination Agent is not flie City), the Aufliority and (if 
the Dissemination Agent is not flie Trustee) flie Trastee certifying that the Annual Report has been provided 
pursuant to this Disclosure Agreement, stating the date it was provided, and listing aU flie Repositories to 
which it was provided. 

SECTION 4. Content of Annual Reports. The City's Annual Report shaU contain or include by reference the 
foUowing: 

1. The audited financial statements of the City of San Diego Sewer Utihty for tiie prior fiscal year, 
prepared in accordance witfa generaUy accepted accounting princqiles as promulgated firom time to time by the 
Financial Accounting Standards Board or as oflierwise required by sqiphcable State law. If fhe City of San 
Diego Sewer Utihty's audited financial statements are not available by the time tfae Annual Report is required 
to be filed pursuant to Section 3(a), tfae Annual Report sfaaU contain unaudited financial statements in a foimat 
similar to tfae financial statements contained in the final Ofiicial Statement and the audited financial 
statements shaU be filed in tfae same manner as tfae Annual Report when they become available. 

2. An update of flie information contamed in Table 2 of flie OfBcial Statement dated March 2, 1999, 
relating to the Bonds (the "OfBcial Statemenf ) for flie most recenfly conqileted fiscal year. 

3. An iqxlate of tfae information contained in Table 3 of tfae Official Statement for the most recenfly 
conqileted fiscal year (exclusive of tfae infoimation contained under the column heading "Estimated 
Population"). 

4. The amounts appropriated for tfae projects contained in Table 4 of tfae OfBcial Statement during flie 
most recenfly conqileted fiscal year. 

5. An iqxlate of flie infomiation contained in Table 5 of the Official Statement for tfae most recenfly 
conqileted fiscal year. 

6. An update of tfae infonnation contained m Table 6 of flie OfBcial Statement for the five most recenfly 
conqileted fiscal years. 

7. An iqidate of the infoimation contained in Table 7 of the OfBcial Statement for the most recenfly 
conqileted fiscal year. 

8. An iqidate of flie infomiation contained in Table 8 of flie Official Statement for flie five most recenfly 
conqileted fiscal yeais. 

9. An iqidate of flie informaticm contamed in Table 9 of the (Official Statement for tfae five most recenfly 
conqileted fiscal years. 

10. An update of the mfoimation contained m Table 10 of tfae OfBcial Statement for the five most 
recentiy conqileted fiscal years. 

11. An update of flie mformation contamed hi Table 11 of the Official Statement for tfae five most 
recentiy conqileted fiscal years. 

12. hifonnation contained m Table 12 of flie OfBcial Statement wiU be available in the City's audited 
financial statements. 

13. Infonnation contained in Table 13 of tfae OfiBcial Statement wiU be available in Exhibit D of tfae 
City's audited financial statements. 

G-3 



14. Infomiation contamed in Table 14 of flie Official Statement wiU be available in Schedules F-l and 
F-2 of flie City's audited financial statements or it wiU be presented in tabular foim conqiarable to Table 14. 

15. An update of the infoimation contained m flie OfBcial Statement under flie heading "LABOR 
RELATIONS" for the most recenfly conqileted fiscal year. 

16. An iqidate of the infonnation contained in the OfBcial Statement in flie third paragraph under tfae 
faeading 'TENSION PLAN" for flie most recenfly conqileted fiscal year. 

17. An update of tfae mfoimation contained in Table 15 of the OfiBcial Statement for the five most 
recenfly conqileted fiscal yeais. 

18. An update ofthe mfoimation contained m the OfBcial Statement under the heading "INVESTMENT 
OF FUNDS - Pool Liquidity and Other (Characteristics," "-Derivatives" and "- Reverse Repurchase 
Agreemenf and contained m Table 16 ofthe Official Statement for tfae most recenfly conqileted fiscal year. 

SECTION 5. Reporting of Sif>nificant Fvents. 

(a) The City shaU give, or cause to be given, notice ofthe occunence of any of tfae foUowing events with 
resped to flie Bonds, if material: 

1. princqial and interest payment delinquendes; 

2. ncm-paymoit related de&ults; 

3. modifications to rights of Bondholdeis; 

4. optional, contingent or unsclieduled bond calls; 

5. defeasances; 

6. rating changes; 

7. adveise tax opinions or events affecting flie tax-exenqit status ofthe Bonds; 

8. unscheduled draws on debt service reserves reflecting financial difficulties. 

9. unscheduled draws on credit enfaancements reflecting financial difficulties; 

10. substitution of credit or liquidity providers, or flieir faOure to perform; 

11. release, substitution or sale of property securing repayment of tfae Bonds. 

(b) The Dissemination Agent (if other than tfae City) shall, as soon as reasonably practicable after 
obtaining actual knowledge ofthe occurrence of any of tfae Listed Events contad the Disclosure Representative, inform 
such person of flie event, and request that the City pronqifly notify flie Dissemination Agent in writing wfaeflier or not to 
report the event pursuant to Section 5(f) and pronqitiy dired flie Disseminaticm Agent whetfaer or not to report such 
event to the Bondholders. In flie absence of such direction, the Disseminaticm Agent shaU not report such event unless 
otherwise required to be reported by tfae Dissemination Agent to flie Bondholders under flie Indenture. The 
Dissemination Agent may conclusively rely iqxm such direction (or lack tfaereoQ. For puiposes of this Disclosure 
Agreement "adual knowledge" of tfae occurrence of sucfa Listed Events shaU mean actual knowledge by ifae 
Dissemination Agent if oflier tfaan the Trustee, and if tfae Disseminaticm Agent is fhe Trustee, then by tfae officer at the 
coiporate trust office ofthe Trustee with regular responsibihty for tfae administraticm of matters related to flie Indenture. 
The Dissemination Agent shaU have no responsibility to determine flie materiality of any ofthe Listed Events. 
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(c) Whenever tfae City obtains knowledge of tfae occunence of a Listed Event because of a notice from 
flie Dissemination Agent pursuant to Section 5(b) or oflierwise, flie City shaU as soon as possible detennine if such 
event would be material under apphcable federal securities laws. 

(d) If ihe City has deteimined that knowledge of the occunence of a Listed Event would be material 
under apphcable federal securities laws, tfae City shaU pronqifly notify the Dissemination Agent (if other than flie City) 
in writing. Such notice shaU instcud the Dissemination Agent to report flie occunence pursuant to Section 5(f). 

(e) If in response to a request under Sedion 5(b), the City determines that flie Listed Event would not be 
material under apphcable federal securities laws, the City shaU so notify tfae Dissemination Agent in writing and instrad 
the Dissemination Agent (if oflier tfaan the City) not to report the occurrence pursuant to Section 5(f). 

(f) If the Dissemination Agent is not the City and has been insttucted by flie City to report the 
occunence of a Listed Event, the Disseminaticm Agent shaU file a notice of sucfa occunence wifli tfae Municqial 
Securities Rulemaking Board and the Repositories with a ccqiy to flie City and flie Bond Insurer. Notwithstanding the 
foregoing, notice of Listed Events described in Sections 5(a)(4) and (5) need not be given under fliis subsection any 
earher than tfae notice (if any) of tfae underlying event is given to flie Owneis of affected Bonds pursuant to tfae 
Indenture. 

SE(CTION6. Teimination of Reporting Obhgation. The Qty's obhgations under this Disclosure Agreement 
shaU terminate upon tfae legal defeasance, prior redenqition or payment in fuU of aU of Ifae Bonds. If fhe Qty's 
obhgations under the Instalhnent Purchase Agreement are assumed m fifll by some oflier entity, such person shaU be 
responsible for conqiliance wifli fliis Disclosure Agreement in flie same manner as if it were the City and the original 
City shaU have no finflier responsibility hereunder. If such termination occurs prior to flie final maturity of the Bonds, 
tfae City sfaaU give notice of sucfa teimination hi flie same manner as for a Listed Event under Section 5(f). 

SECCTTON 7. Dissemination Agent The City may, from time to time, ^qxiint or engage a Dissemination 
Agent to assist it in carrying out its obhgations under fliis Disclosure Agreement, and may discharge any such Agent, 
wifli or without qipointing a successor Disseminaticm Agent The Dissemination Agent sbaH not be responsible in any 
manner for fhe content of any notice or report prepared by the Qty pursuant to this Disclosure Agreement 

SE(CTI0N8. Amendment Waiver. Notwiflistandingany oflier provision of this Disclosure Agreement, the 
City and tfae Trastee may amend tbis Disclosure Agreement (and the Trustee shaU agree to any amendment so 
requested by fhe City, provided, tfae Trustee sfaaU not be obhgated to enter mto any such amendment fliat modifies or 
increases its duties or obhgations hereunder) and any provision of tfais Disclosure Agreement may be waived, provided 
fliat the foUowing conditions are satisfied: 

(a) ff the amendment or waiver relates to the provisions of Sections 3(a), 4, or 5(a), it may only be made 
in connection wifli a cfaange in circumstances that arises from a change in legal requirements, change in law, or change 
in tfae identity, nature or status of an obhgated person with resped to the Bonds, or the type of busmess conducted; 

(b) The undertaking, as amended or taking into account such waiver, would, m the opinion of nationaUy 
recognized bcmd counsel, have conqihed whh flie requirements of tfae Rule at flie time of flie original issuance of tfae 
Bonds, after taking into account any amendments or interpretations of flie Rule, as weU as any change in circumstances; 
and 

(c) The amendment or waiver dtfaer (i) is sqiproved by flie Owners of flie Bonds in the same manner as 
provided in the Indenture for amendments to flie Indenture wifh flie consent of (Owneis, or (u) does not, in flie opmion 
of tfae Trustee or nationaUy recognized bond counsel, materiaUy inqiair flie interests of tfae Owners or Beneficial 
Owners ofthe Bonds. 

In flie event of any amendmoit or waiver of a provision of fliis Disclosure Agreement the City shaU describe such 
amendment hi flie next Annual Report and shaU include, as sqqiUcable, a narrative e^qilanation of tfae reason for flie 
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amendment or waiver and its mqiad on flie type (or, in the case of a change of accounting principles, on flie 
presentation) of financial information or operating data being presented by the City. In addition, if tfae amendment 
relates to the accounting principles to be foUowed in preparing financial statements, (i) notice of such change shaU be 
given in tfae same manner as for a Listed Event under Section 5(f), and (u) flie Annual Report for tfae year in which the 
change is made sfaould present a conqiaiison (in nanative foim and also, if feasible, in quantitative foim) between the 
financial statements as prepared on the basis of flie new accounting princqiles and those prepared on the basis of the 
fonner accounting princqiles. 

SE(CnON 9. Additional Infoimation. Nothing in this Disclosure Agreement shaU be deemed to prevent tfae 
City from disseminating any oflier infoimation, using the means of dissemination sd forth in this Disclosure Agreement 
or any oflier means of communication, or inchiding any oflier infoimation in any Annual Report or notice of occunence 
ofa Listed Event, m addition to fliat which is required by fhis Disclosure Agreement ff the City chooses to mclude any 
infoimaticm in any Annual Report or notice of occurrence of a Listed Event, in addition to that whicfa is specificaUy 
reqpured by this Disclosure Agreement, the City shaU have no obUgation under this Disclosure Agreement to update 
such infoimation or include it in any fiiture Annual Report or notice of occunence ofa Listed Event 

SECJIION10. Default In tfae event ofa failure of flie City or flie Trustee to conqily with any provision of fliis 
Disclosure Agreement, flie Trustee may (and, at the request of any Paiticqiating Underwriter, flie Bond Insurer or tfae 
Owners of at least 25% m aggregate principal amount of Outstanchng Bcmds, sliaU), or tfae Bond Insurer or any Owner 
or Beneficial Owner of the Bonds may take such adions as may be necessaty and appropriate, including seeking 
specific perfonnance by court order, to cause flie Qty or flie Trustee, as the case may be, to conqily wifli its obhgations 
under tfais Disclosure Agreement A default under this Disclosure Agreement shaU not be deemed an Evoit of Defauh 
under tfae hidenture or tfae Installment Purcfaase Agreement, and the sole remedy under this Disclosure Agreement in 
tfae event of any failure of flie Qty or the Trustee to conqily with fliis Disclosure Agreement shaU be an action to 
conqiel performance. 

SECmON 11. Duties, hnmunities and Liabihties of Trustee and Dissemination Agent Article VIH of tfae 
Indenture is hereby made sqiphcable to this Disclosure Agreement as if tfais Disclosure Agreement were (solely for fliis 
purpose) contained in flie Indenture and flie Trustee shaU be entifled to the protections, limitations fixim liabihty and 
indemnities afforded the Trustee thereunder. The Dissemination Agent shaU faave only sucfa duties as are specificaUy 
s d forfli m tfais Disclosure Agreement, and the City agrees to indemnify and save flie Dissemination Agent, its officers, 
directors, enqiloyees and agents, hannless against any loss, eiqiense and liabilities which it may incur arising out of or 
in tfae exercise or performance of its powers and duties hereunder, including tfae costs and eiqienses (inchiding attomeys 
fees) of defending against any claun of liability, but excluding liabihties due to flie Disseminaticm Agent's neghgence 
or willful misconduct The Dissemination Agent shaU have no duty or obhgation to review any infoimation provided 
to it hereunder and shaU not be deemed to be acting in any fiduciaty capadty for tfae City, the Aufliority, flie 
Bondholdeis or any oflier party. The Dissemination Agent shaU not have any liability to the Bondholders or any other 
party for any monetaty damages or financial liabihty of any kind ^diatsoever related to or arising from tfais Disclosure 
Agreement The obhgations of flie City under fliis Section sfaaU survive resignation or removal of flie Dissemination 
Agent and payment of tfae Bonds. 

SECmON 12. Notices. Any notices or communications to or among any of tfae parties related to tfais 
Disclosure Agreement may be given as foUows: 

To flie City: City of San Diego 
Financial and Technical Services Busmess (Center 
202 C Street, M.S.9-B 
San Diego, (Cahfomia 92101-3868 
Attention: Ms. Patricia Frazier 

Deputy City Manager, Financial and Technical Services 
Telephone: (619)236-6070 
Fax: (619)236-7344 
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To the Dissemination Agent 
or flie Trustee: State Street Bank and Trust (Conqiany of (Cahfomia, N A. 

633 West 5fli Stteet, 12fli Floor 
Los Angeles, (Cahfomia 90017 
Attention: (Coiporate Trast Department 
Telephone: (213)362-7345 
Fax: (213)362-7357 

To fhe Bond Insurer. Fmancial (juaranty Insurance (Conqiany 
115 Broadway 
New York, New York 10006 
Attenticm: (jeneral (Counsel 
Telephone: (212)312-3067 
Fax: (212)312-3206 

Any person may, by written notice to the other persons listed above, designate a different address or telqihone 
number(s) to which subsequent notices or communications should be sent 

SECTION 13. Beneficiaries. This Disclosure Agreement shaU inure solely to the benefit of tfae Aufliority, flie 
City, the Trustee, flie Dissemination Agent, tfae Particqiating Underwriters, tfae Bond hisurer and Owners and Beneficial 
Owners fixim time to time of flie Bonds, and sliaU create no rigfats in any other person or entity. 
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SECTION 14. (Counteroarts. This Disclosure Agreement may be executed in several counterparts, each of 
which shaU be an original and aU of which shaU constitute but one and the same instrument 

Dated: March 17,1999 

CITY OF SAN DIEGO 

By_ 
Aufliorized OfScer 

STATE STREET BANK AND TRUST 
COMPANY OF CALIFORNIA, N.A., 
as Dissemination Agent 

By_ 
Authorized Officer 
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EXHEBITA 

NOTICE TO REPOSITORIES OF FAILURE TO ITLE ANNUAL REPORT 

Name of Issuer: 

Name of Bond Issue: 

Name of Obhgated Person: 

Date of Issuance: 

Pubhc Facihties Financing Authority ofthe City 
of San Diego (flie "Aufliority") 

Pubhc Facihties Fmancing Autfaority ofthe City of San Diego 
Sewer Revenue Bonds, Series 1999A and Series 1999B (Payable Solely fixim 
Installment Payments Secnired by Wastewater System Net Revenues) 

City of San Diego 

March 17,1999 

NOTICE IS HEREBY GIVEN fliat flie City of San Diego has not provided an Annual Report wifli resped to flie 
above-named Bonds as required by Section 5.02 ofthe 1999-1 Supplement to the Master Installment Purchase 
Agreement, dated as of March 1,1999 between the Aufliority and the Qty. Tfae City anticipates that the Annual 
Report wiU be filed by 

Dated: 

CTTY OF SAN DIEGO 
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